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Executive summary 
 The authors of this thesis have worked together with Hatteland and their partner 
Swisslog in order to help them to do a research on the brand AutoStore. The 
objective through this research was to answer the following problem definition; 
“What could prevent the Chinese market from adopting the AutoStore system?” 
To answer this, several questions were raised, both towards the market, the 
competitors and the product itself. The authors agreed on an explorative design as 
both the authors’ and Hatteland’s knowledge of the market was limited. With this 
situation as the fundament of the research, the authors began collecting secondary, 
and then primary data. 
The internal analysis identified several challenges for Hatteland in regard of 
entering China. The most important factors are localization of the production of 
AutoStore, organizational efficiency and the price of AutoStore. The external 
analysis identified several challenges including the Chinese culture and 
competitors. In the research, potential customers recognized space saving, which 
is the core competitive advantage of AutoStore, as the most important factor when 
investing in a new storage system. This indicates that AutoStore has a potential in 
the Chinese market. 
The authors have proposed a strategy which can enable Hatteland to introduce 
AutoStore to the Chinese market. The most important aspects of the strategy 
include a tighter cooperation with their partner, local production to reduce the 
price of AutoStore, setting up a test grid and adopting the price policy. 
Furthermore, it will be important to get the first customer in order to have a local 
reference. A pre-sale offer is suggested in order to attain the first customer. 
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1. Chapter 1  
   Introduction 
AutoStore is a robotic storage system developed by Hatteland. After using it for 
internal purposes, the system has now been introduced to the warehouse market. 
Hatteland is looking for potential markets for their storage system. The Chinese 
market is huge and growing, and a natural place to look for opportunities.  Before 
deciding if AutoStore should be introduced to the Chinese market Hatteland needs 
to gather information about the Chinese market.  
Magne Hatteland, sales representative in Hatteland, is a former student of BI. He 
studied international marketing and had his year abroad at Fudan University in 
Shanghai, China. He made contact with BI at Fudan University in order to have a 
Bachelor group assist Hatteland to help them in gather information about the 
Chinese market. They are also interested in our recommendation upon the 
decision about AutoStore should be introduced to the Chinese market.  
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1.1. Problem definition 
The problem definition has been developed by the authors in cooperation with 
Hatteland and is as following: 
“What could prevent the Chinese market from adopting the AutoStore system?” 
1.1.1. Research questions  
In order to answer the problem definition a set of research questions have been 
developed.  
What factors may cause potential customers to choose another storage 
system? 
In markets where AutoStore are represented they have customers from different 
industries. This question will identify if there is any other preferences in the 
Chinese market that pose a challenge for Hatteland. 
Copying risk in China 
AutoStore has taken many years to develop, and the fear of a copy which could be 
sold for much less due to this is present. Hatteland wants to gain knowledge about 
the danger of being copied and how this can be solved legally.  
Will companies in China use cheap labor and storage flat rather than this 
system? 
Both labor and storage flat seems to be relatively cheap in China, which can be a 
reason for not choosing AutoStore.  
How big will the challenges from other robotic storage systems in China be? 
This question is looking at the direct competitors. AutoStore is a quite expensive 
storage system, compared to labor, but still have some advantages that are unique. 
It can pose a challenge for Hatteland if there are competitors that can offer a 
product that satisfies the same advantages  
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1.2. Research Aim 
Hatteland is aiming to enter the Chinese market. In order to make the decision 
about entering the Chinese market, Hatteland needs to gain more knowledge about 
the Chinese market. Our aim of this research is to provide Hatteland with 
information that will help Hatteland identify and deal with possible challenges 
from the Chinese market.  
1.3. Research limitations 
The authors have experienced several limitations during the work on the thesis.  
The biggest limitation has been difficulties in getting the information needed from 
interviews with people who has knowledge and experience relevant to the thesis. 
The authors believe that this has to do with the fact that the authors are all 
students and hence have less credibility. Both customers and suppliers have, to a 
high degree, been hesitant to cooperate openly with the authors. 
Other limitations have been the budget which could have helped the authors to 
access more information through visits of more potential customers.  Language 
and other cultural differences has been a limitation due to lack of experience in 
China among the authors.  
Finally, time has been a limitation. This is a naturally limitation to most research, 
and more time of course provides more opportunities. 
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2. Chapter 2   
   Background 
The authors will use this chapter to introduce the background information of 
Hatteland, with special focus on their product, the AutoStore storage system. This 
will give a better understanding of the current market situation of the Hatteland, 
their expertise and competitive strength.  
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2.1. The board 
Jakob Hatteland: The founder of the Hatteland Holding and current chairman. 
Karl Johan Lier: President and CEO. 
Ellen Hatteland: Manager. 
Olav Nygård: Service Manager. 
2.2. Hatteland Holding 
Hatteland was first established in 1971 by Jacob Hatteland. At that time its 
business was distribution of electronic components. 20 years later, the expansion 
started to take effect. From 1991 – 1995 Hatteland Holding had established 
offices in Norway, Sweden, Finland and the Baltics.  At the same time, the 
number of businesses expanded, which include computer software, hardware, 
industry specific equipment and distribution systems in most of Scandinavia and 
the Baltic area. In 1995, it has reorganized and established its own ERP 
(enterprise resource planning) system. The year after, in 1996, the idea of 
AutoStore is born and a worldwide patent is arranged. Up until today Hatteland 
has established three main branches 
2.3. The different Branches 
Hatteland Holdings is the name under which all the branches are united. It has its 
HQ in Åmsosen in Nedre Vats, in Vindafjord municipality. The group has about 
230 employees today. Their main products consist of RamBase ERP/MRP 
systems, AutoStore automatic storage, Hatteland Solutions (ASP and consulting) 
as well as distribution of computer software and hardware. In addition to the HQ 
office, it also has offices in Oslo, Stavanger, Haugesund, Karmøy, Arendal, 
Bergen, Porsgrunn, Saudan and Åndalsnes. In 2010 the revenue was about 1.1 
billion NOK. There are three main branches within Hatteland, these are: Hatteland 
Computer, Hatteland Logistics and Hatteland Solutions. 
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2.3.1. Hatteland Computer 
Their main focus is on their RamBase system, a complete business system 
consisting of modules for sale, CRM, purchase, storage, production, LCM, 
auctions, economy and online shopping. From an article regarding IT solutions, 
the competitive strength of Hatteland’s IT solutions is emphasized by: “With 
RamBase Internet Client Norwegian IKT-business gained its first ERP-product. 
With its functionality and performance it will become a direct competitor to 
Oracle, SAP and Axapta, claims the general secretary, Per Morten Hoff in IKT 
Norge, who participated  under the  newly launch at Jakob Hatteland Computer
1.” 
2.3.2. Hatteland Solutions 
Within this branch Hatteland is involved in IT-running, system development and 
business systems. Here they have many big clients as their customers, including 
Norsk Hydro. 
2.3.3. Hatteland Logistics 
Hatteland Logistics was established in 1998, and is the owner of the brand 
AutoStore. The development and distribution of AutoStore is done by Hatteland 
Computer. There are currently no employees in Hatteland Logistics. There are 
two shareholders in Hatteland Logistics, Jakob Hatteland Holding AS and Polysys 
AS
2
 
2.4. AutoStore 
AutoStore is a new way of thinking when it comes to warehousing. The main 
purpose for the product is to improve the quality of the internal logistics. 
AutoStore, the heart of our thesis, is an automatic storage system operated by 
robots. This is the key product under the Logistics branch. It has had success in 
Europe as it can reduce the need of labor, maximize the use of storage and run 24 
hours per day, as well as being a green energy product. When it comes to 
                                                 
1
 LOGISTIKK & LEDELSE NR. 12-200 
2
 http://www.purehelp.no/company/details/jakobhattelandlogisticsas/980276066 
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distribution, they have a global agreement with Swisslog. They have experience in 
entering new markets, such as China. Two major Norwegian companies that use 
AutoStore today are Stormberg and Komplett. 
2.5. The product 
The product itself is based on bins, stacked on top of each other inside an 
aluminum grid. Then, robots pick, organize and store the bins in a logical system. 
With advanced algorithms the robots communicate via radiofrequencies for 
smooth operations. One of the key factors to reduce the picking-time per unit for 
this system is that the robots always make sure that high-runners (often used bins) 
are placed at the top levels of the grid, whereas low-runners (less used bins)  are 
placed at the lower levels of the grid
3
.  
2.5.1. The grid 
The grid is an aluminum structure organized in rectangular cells. Each cell has 
room for several bins that are stored on top of each other. Different configurations 
of height and shape are possible, making the AutoStore grid able to surround 
pillars and other obstacles. There are tracks for the robots on top of the grid
4
. 
2.5.2. The bin 
This is the basic module in which the goods are stored. The bin is currently 
available in two different heights and can be produced in different materials in 
order to achieve particular properties, for example anti-static bins for the 
electronics industry. Standard inner measurements: 600mm x 400mm, with 
heights of 210 mm or 310mm (i.e. standard packages fit into a bin)
 5
. 
2.5.3. The port 
This module delivers the bins to the operator. Ports can be installed on all sides of 
the grid, or even under it if the grid is on the floor above. When a robot delivers a 
bin to a port, the port exchanges this bin with the previously used bin and the 
                                                 
3
 Product information is taken from AutoStore Brochure ENG-02.00b-(Large). 
4
 Product information is taken from AutoStore Brochure ENG-02.00b-(Large). 
5
 Product information is taken from AutoStore Brochure ENG-02.00b-(Large). 
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robot returns it back to storage. Thus, new bins are delivered back-to-back and the 
operator rarely has to wait for bins. There is an operator panel on every port that 
shows status information and provides simple support functions
6
. 
2.5.4. The Robot 
This is the module that most people associate with AutoStore. These are the 
workers that move the bins around. A robot has two sets of wheels that enable it 
to move along two axes. This makes it possible for all robots to reach any position 
on the grid. The robot is equipped with a lift for picking up, carrying, and placing 
bins that are stored in the grid. The robot communicates with the control system 
via a wireless link and is automatically recharged when needed (charging is 
normally done at night)
 7
. 
2.6. The benefits 
There are some concrete aspects of this product that gives it its competitive 
advantage. These can be listed as the followings: 
 Better use of existing storage space (up to 60% better) 
 Better use of manpower 
 Green line product 
 Secure and reliable 
 Flexible and easy to expand/install 
 Efficient goods-picking per hour 
Placing all products in the grids, while leaving no space unused between the grids, 
contributes to optimization of the use of storage-space. Furthermore with this new 
way of thinking, robots are collecting all the goods at a high rate (see Figure 1), 
leaving fewer burdens on the employees per day. The robots are battery driven, 
and they will at all possible opportunity return to a docking station for charging, 
                                                 
6
 Product information is taken from AutoStore Brochure ENG-02.00b-(Large). 
7
 Product information is taken from AutoStore Brochure ENG-02.00b-(Large). 
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making sure that they can be operative at all times. Given that this is a green line 
product, this can also be a strong advantage
8
.  
 
Figure 1 - Picks/goods per hour 
This figure shows the picking rate of the AutoStore system. 
2.7. Swisslog – The Partner 
Swisslog will play a great role in the global expansion of the AutoStore system. 
Swisslog is an authorized distributor of AutoStore, and is responsible for entry 
into new markets in Asia as mentioned earlier. Swisslog describe their company 
in this way: 
“Swisslog is a global supplier of integrated logistics solutions with a 
comprehensive portfolio of services. These services range from building complex 
warehouses and distribution centers to in-house logistics solutions for hospitals. 
Customers in more than 50 countries around the world rely on our decades of 
experience in planning and implementing integrated logistics solutions.”9 
                                                 
8
 Product information is taken from AutoStore Brochure ENG-02.00b-(Large). 
9
 www.swisslog.com/index/home/crp-about.htm 
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It is because of their expertise and knowledge Hatteland from their side wished to 
form cooperation with Swisslog. If AutoStore is going to be introduced to the 
Chinese market, Swisslog will arrange the entry method and so forth, whereas 
Hatteland will be responsible for the R&D. 
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3. Chapter 3 
   Methodology 
This chapter will describe the methods the authors have used, as well the approach 
of which the research will been answered. All methods have been chosen after 
deep consideration of what information already is at hand, as well as the 
limitations the authors are under, during the research. When it comes to the 
information gathered in the research, the authors have used the two main type, 
primary and secondary data. Secondary data is as Alan Bryman
10
 claims, often the 
first literature one should review when conducting a research. This is to avoid 
“reinventing the wheel”. The authors then decided, after reviewing the existing 
secondary data, what primary data was needed to be collected.  The authors also 
developed an action plan for the research. Visually, it can be represented into 4 
steps of research processes. 
 
 
 
 
 
 
 
                                                 
10
 Allen Bryman, Emma Bell 2011  - Page 91  
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3.1. The research process 
 
Figure 2 - The Research Process 
3.1.1. The four steps 
In the first step the authors will focus on the beginning of the research. Planning 
of the research in different areas is at the core. This is an important step where all 
thought around the project will gathered to get a better understanding of the 
current situation.  Secondly, the gathering of information and organizing already 
known material is essential. As mentioned earlier, this step will identify what 
primary data is needed, based on the reviewed secondary data. Thirdly, we have 
the analysis step. At this step in the research process, the authors review and 
analyze all data findings in order to draw conclusions and support the evidence we 
provide for Hatteland, as well as for the research aim. Finally, the authors have 
created the “creation and learning” step. This is where all material is gathered and 
put into a complete context. Learning is also an equally important factor the 
authors focus on in the step. Not only the design and completion of the thesis, but 
also reflection and learning of the process itself is an important aspect to evaluate. 
 
 
 
 
 
 
Step 1 - Planning 
Step 2 - Information 
gathering 
Step 3- Analysis 
Setp 4 - Creation and 
learning 
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The  research action plan 
 Step one - 
Planning 
Step two – 
Gather and 
Organizing 
Step three - 
Analyzing 
Step four – 
Final design 
and learning 
Data Make a plan of 
what is needed 
to answer the 
research. 
Search for 
relevant 
secondary data 
Define what 
primary data 
will be needed 
and collect 
them through 
qualitative 
and/or 
quantitative 
surveys. 
Analyze 
primary and 
secondary data 
findings to 
draw 
conclusions 
based on the 
purpose of the 
research. 
Putting all data 
into context, 
and evaluate 
them. 
Reflect on the 
data gathered 
and take 
learning from 
them 
Competitors Brainstorm on 
possible 
competitors in 
different 
industries 
Identify and 
gather 
information 
about 
competitors 
relevant to the 
research 
purpose 
 
Look for direct 
competitors 
 
Analyze the 
competitive 
environment. 
Differentiate 
the competitors 
into direct and 
indirect 
competitors 
 
Use theories as 
a framework to 
analyze 
competitors 
through an 
Go through the 
competitive 
analyses to 
ensure the 
purpose has 
been achieved. 
 
Evaluate the 
process of how 
to identify and 
analyze 
competitors, 
and learn from 
the process. 
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 objective 
perspective. 
Research 
Design 
Define a clear 
purpose of the 
research aim. 
Define the most 
suitable 
approach for 
the design. 
 
 
Organize 
collected date 
in a logical 
way to answer 
research aim  
Establish 
explorative 
design as the 
fundament of 
the research 
 
Use the 
analysis of data 
to evaluate the 
extent of which 
the research 
aim can be 
answered. 
Create a 
structure for the 
thesis, different 
chapters and a 
logical 
presentation of 
them. 
Make the SPD 
and answer it. 
Go over the 
design to ensure 
the material is 
presented in a 
logical way. 
Take learning 
from the 
research 
approach, and 
suggest further 
research on 
possible 
weaknesses 
Market Get familiar 
with the 
Chinese 
business 
situation: 
Culture 
PESTEL 
5-Forces 
Gather relevant 
information of 
the market 
situation in 
China, such as: 
Competitors 
Business 
environment 
Rules and 
legislations 
 
Use different 
frameworks 
(see theory) to 
analyze and 
evaluate the 
market 
situation in 
China. 
 
 
 
 
 
Provide 
Hatteland with 
an 
understanding 
of the Chinese 
business 
market. 
 
Take learning 
from the 
Chinese market 
and its potential 
and challenges. 
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Financial 
situation 
Evaluate risks 
in the market 
with regards to 
AutoStore’s 
introduction. 
The Product Get familiar 
with AutoStore 
and the values 
of Hatteland  
Organize the 
specific details 
of AutoStore 
Ask Hatteland 
for essential 
information 
Analyze the 
strengths and 
weaknesses of 
the product 
Discover 
market reaction 
towards the 
product 
Provide 
Hatteland with 
information and 
possibilities for 
the product. 
Share the 
learning 
experience from 
research on the 
product with 
Hatteland. 
Theory Brainstorm on 
theories and 
models that 
might be 
relevant for the 
research 
purpose 
Develop 
theoretical 
frameworks to 
support our: 
PESTEL 
VRIO 
5-Forces 
SWOT 
Create a 
competitive 
matrix 
Use the given 
models to 
analyze the 
different 
external and 
internal aspects. 
Make sure the 
chosen 
frameworks 
support the 
conclusion. 
Take leanings 
from the 
limitations of 
the models 
chosen, and see 
opportunities 
for other 
frameworks. 
Figur 3 - The Research Action Plan 
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3.2. Interviews 
The authors evaluated several different interview types, and found telephone, E-
mail and in-depth interview as the most suitable for our research. The authors 
would like to focus on what is relevant for the authors when doing this kind of 
interviews, both in advantages and limitations. 
3.2.1. In-depth interview 
This is a form of qualitative interview that is used to get valid and deep 
information about the subjects. This requires qualified interview objects. In-depth 
interview can refer to an unstructured interview, but more often it also refers to 
both unstructured and semi-structured interview.
11
 The limitations are that it is 
time consuming and the authors feel that potential misunderstandings can arise 
with regards to cultural differences when western interviewer interviews a 
Chinese object. The advantages are that in this type of qualitative data collecting 
one usually gets the most insightful data and permits one to explore specific topics 
in depth, and if there are any misunderstandings, the interviewer can clarify 
questions. In addition, the interviewer has a face-to-face contact. The 
disadvantages include that it’s time consuming, and since the authors are not 
properly trained in performing in-depth interviews, some important data may 
remain undiscovered
12
. 
 
3.2.2. Telephone Interview 
This is a form of quantitative research method that can be used when gathering 
quantitative information. The authors have chosen this approach as it is an 
efficient method of getting into direct two-way communication with the relevant 
objects. The advantages are somewhat similar to the ones in in-depth interviews, 
with the exception of that one cannot see the interview-object, and observe their 
                                                 
11
 Alan Bryman and Emma Bell, business research method, 3
rd
 edition, 2011 
12
 http://www.nsf.gov/pubs/1997/nsf97153/chap_3.htm 
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reactions
13
. Another advantage that telephone interviewing has is that one can 
easily and rapidly reach the potential respondents
14
. 
3.2.3. E-mail interview 
E-mail interview is a form of quantitative research method that can be used when 
collecting information. The authors of this thesis find that this approach is 
convenient with regards to the time differences between Norway and China, as 
well as getting answers from companies with busy schedules. The advantages 
with this type of interview is that the responder can answer whenever he/she 
wants, and can also take time to think before answering the questions. This type of 
interview is not as time consuming as phone interview and in-depth interview as 
one can interview many respondents at the same time
15
. 
 
 
 
 
 
 
                                                 
13
 http://www.kent.ac.uk/careers/ivphone.htm 
14
 http://knowledge-base.supersurvey.com/phone-vs-web-surveys.htm 
15
 http://eprints.rclis.org/bitstream/10760/8377/1/email-interviewing.pdf, page 1 and 5. 
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4. Chapter 4  
   Theory 
In this chapter the authors will present different tools used throughout the research 
to answer the research questions. Through different internal and external analysis 
tools and theories, the authors will use the data collected through various research 
methods to support the answers on the research questions.  
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4.1. Internal Analysis 
The purpose of the internal analysis is to evaluate the competitive advantages, 
strengths and weaknesses of an organization. The authors will use the VRIO 
framework as a fundament for the internal analysis. This model was chosen, as the 
data gathered from this analysis can be a useful tool to better guide a company’s 
marketing strategy and market positioning. The data is also useful to better 
understand and see the current situation of the company. 
4.1.1. VRIO-framework 
To better understand how to use the VRIO framework, the authors will first 
introduce their perception on how this is a valuable framework. The VRIO 
framework is used as a part of the internal analysis of an organization. The 
purpose of the framework is to analyze the internal resources and determine the 
competitive potential. As Barney and Hesterly explain
16
, this is done by asking for 
questions about resources and capabilities. 
4.1.1.1. Valuable 
Valuable would be if a resource can help the company fight off an external threat 
or take advantage of an opportunity that is given. We can define a valuable 
resource as a resource that would help the company making profit. There are four 
factors that would tell if a resource is valuable: Innovation, customer 
responsiveness, efficiency and quality. If any of these four factors hits, it would be 
valuable for the company.
17
 
4.1.1.2. Rare 
For a resource to be rare it needs to be hard for their competitors to copy. A rare 
resource must not be compared with a unique brand name or competitor 
advantage, even though rarity can lead to competitor advantage, as there is no 
direct link. Mercedes, for example, has a strong brand name, but the brand name 
                                                 
16
 Barney, Jay B and Hesterly, William S. Strategic Management and Competitive 
Advantage: Concepts. 2005 Pearson Education 
17
 http://educ.jmu.edu//~gallagsr/WDFPD-Internal.pdf page 1 
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is not rare because other competitors also have a strong brand names. The only 
factor that needs to be fulfilled to give a product rarity is that it needs to be 
unique.
18
 
4.1.1.3. Imitable  
For a resource to be imitable it should be hard and costly for competitors to make 
a similar product. This criterion is hard for a company to fulfill because in the 
globalized, well developed and highly technological world we live in today, 
almost everything can by copied if you only have the time and the money to do it. 
For example, a Picasso painting is impossible to imitate, because of the history 
and the fact that Picasso has passed away. Because he is dead it would be 
impossible to create more original Picasso paintings.
19
 
4.1.1.4. Organized 
To make a resource organized the company that have the resource must be able to 
use it. If a company has a rare product that they and only they can deliver, it 
would not be organized until they actually start taking advantage of the resource 
that they have. For example when Apple bought SIRI, which is a program that can 
convert voice and word into commands in your phone, they became the only one 
in the world that had ownership that over program which made it rare. By that 
reason, Apple created Iphone 4S, and thereby getting organized.
20
 
4.1.1.5.   Classification in the framework 
The authors will use the VRIO framework to identify internal advantages and 
disadvantages. Several factors that are found relevant for Hattelands situation will 
be used. When evaluating whether these are valuable, rare, imitate and organized 
the advantages and disadvantages will be identified. The figure below shows the 
classification that the identified factors falls into. The authors will have a greater 
focus on the disadvantages than the advantages as it will be more relevant to the 
problem definition of this thesis.  
                                                 
18
 http://educ.jmu.edu//~gallagsr/WDFPD-Internal.pdf page 2 
19
 http://educ.jmu.edu//~gallagsr/WDFPD-Internal.pdf page 2 
20
 http://educ.jmu.edu//~gallagsr/WDFPD-Internal.pdf page 2 
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Figure 4 - VRIO value definition21 
 
4.2. External analysis 
The authors have chosen several frameworks to analyze the external aspects of 
both Hatteland and the Chinese market. The objective of an external analysis is to 
evaluate the market environment for a business venture. As the name implies, it 
consists only of external factors. Aspects covered by this should be technological 
development, legislation, trade barriers, competitors and other similar market 
forces. The easiest way to identify whether or not a factor is external, is to 
consider whether or not the given threat or opportunity would exist regardless of 
the company’s existence. This is because a company in general cannot freely 
decide taxes for trade or the strength of its competitor. It is important to notice 
that the level of which external factors influence a business venture is independent 
for every company. 
4.2.1. Porter’s Five Forces 
The authors will use Porter’s five forces to find out the bargaining power of the 
customers and suppliers, and the competitiveness of this industry. These are 
                                                 
21
 http://www.web-books.com/eLibrary/Books/B0/B58/IMG/fwk-carpenter-fig05_013.jpg 
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important aspects to evaluate for Hatteland, as this is a highly competitive 
industry. The first model the authors have decided to use is Porter’s five forces. 
Michael Porter’s five forces model is a bargain power analysis which indicates the 
comprehensive attractiveness of an industry within a market segment, through 
presenting the various internal and external forces that act as threats
22
. This makes 
the framework a valuable asset for the authors when considering these different 
forces. The model consists of five different threats, which are the threat of new 
entrants, the threat of substitute products, the threat of rivalry within an industry, 
the threat of the growing bargaining power of customers and the threat of the 
growing bargaining power of suppliers. It is vital for Hatteland to focus on the 
bargaining power of suppliers and customers in order to evaluate the 
attractiveness of the Chinese market in terms of profitability, and to see what 
competitors that potential customers may choose. 
 
Figure 5 - Porter's Five Forces23 
4.2.1.1. Threat of new entrants 
The threat of new entrants is the most common form of increased competition 
level. Whenever there is an attractive and profitable segment or market, there will 
always be profit hungry people who want to have a piece of the pie.  The result of 
more newcomers contributes to neutralize the net profit and even enhance the 
entry- and exit barriers, which describes whether the market or segment is 
                                                 
22
 http://en.wikipedia.org/wiki/Porter_five_forces_analysis - 25.04.2012 
23
 http://en.wikipedia.org/wiki/Porter_five_forces_analysis- 25.04.2012 
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attractive or not. Most attractive markets and segments tend to have high entry- 
and low exit barriers, which are usually granted patents and rights. For that reason 
only few strong firms can be a part of the market. The barriers can also be 
fluctuation in the economy, customer loyalty and political reasons.  
4.2.1.2. The threat of substitute 
A substitute would be a product that can deliver similar functions and values that 
your product
24
. In severe cases, this can cause serious problems to the company 
and eventually squeeze it out of the market because of the increased propensity of 
customers to switch to alternatives. Influential factors to switch can be different 
prices, performances and the low switching costs. 
4.2.1.3. Threat of rivalry within an industry 
When it comes to the threat of rivalry within an industry, the most common forms 
of rivalry are the competitive strategies and advantages, which usually come 
through innovation and the degree of marketing. Poor product differentiation, low 
market growth and newcomers can also increase the intensity of rivalry. 
4.2.1.4. Bargaining power of suppliers 
The bargaining power of suppliers indicates the degree of leverage of providing 
raw materials which serve the firm to produce its product. A high bargaining 
power of suppliers signalizes low bargaining power for the firm, which means the 
suppliers have absolute advantage of deciding the price of raw materials. 
Suppliers can gain high bargaining power when there are few suppliers, few 
substitutes, many buyers and relatively high costs of switching suppliers. 
4.2.1.5. Bargaining power of customer 
The bargaining power of customers indicates the degree of leverage of putting 
pressure to the firm, with regard to price changes. Factors that determine high 
bargaining power of customers are usually the sensitivities of the buyers, low 
                                                 
24
 http://en.wikipedia.org/wiki/Porter_five_forces_analysis - 25.04.2012 
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switching cost, inexpensiveness, undifferentiating and when customers are 
concentrated.  
4.3. PESTEL 
 
Figure 6 - PESTEL 
The PESTEL
25
 analysis describes a framework of macro-economic factors such as 
political factors, economic factors, social factors, technological factors, 
environmental factors and legislative factors. 
The authors will use the PESTEL analysis when they are going to get information 
about the macro environment. The authors can also use this to analyze the macro 
environmental impacts on Hatteland. The part of the PESTEL analysis that the 
authors found most relevant for Hatteland are Political, Economics, Technological 
and Legal factors.  
The authors consider the other factors (Social and Environmental) as less 
important as those factors would have less impact on Hatteland’s performance in 
China. This is because Hatteland do their business in the B2B market and not B2C. 
4.3.1. Political 
The first factor of the PESTEL framework is the political forces. The important 
aspects here regard the political stability. In China, interesting aspects regard the 
                                                 
25
 http://www.oup.com/uk/orc/bin/9780199296378/01student/additional/page_12.htm 
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one-party situation named The Communist Party of China and the “Five-Years 
Plan”. 
4.3.2. Economic 
Economic factors consider financial stabilities in a country. Fluctuations in 
currencies and financial crisis are factors that might challenge this aspect of the 
economic environment.  
4.3.3. Technological 
Technological factors such as innovations and technological development will 
affect foreign and local company’s ability to compete. The phase of technological 
development in China grows rapidly, and is becoming one of many important 
forces to consider in a developing country as China. 
4.3.4. Legal  
Legal factors always have influence on how companies can do business in a 
country. Everything from establishment of a venture, sales, marketing and “does 
and don’t” need to be considered carefully. Gray-areas are those areas that are not 
necessarily totally legal, but at the same time not totally forbidden. An example 
relevant for this thesis is the risk of copying in China
26
. 
4.4. The SWOT analysis 
The authors of the thesis have used a SWOT analysis that covers both internal and 
external aspects, to evaluate the probable market position of the AutoStore 
product in the Chinese market. This is especially important as AutoStore at this 
moment is not present in China. The threats and opportunities contain valuable 
information about the market environment in China. With this information, the 
authors can provide Hatteland with strategic guidelines regarding their entry into 
China. 
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“The overall evaluation of a company`s strengths, weaknesses, opportunities, and 
threats is called SWOT analysis. It`s a way of monitoring the external and 
internal marketing environment
27
, 
As Kotler mentioned, the SWOT analysis is a tool to evaluate internal and 
external aspects of an organization. The four categories are Strength and 
Weaknesses (internal), as well as Opportunities and Threats (external). For the 
internal factors, these are the only factors that the company itself have control 
over and can make changes to. The external factors are market-driven and hence 
cannot directly be affected by the company itself. A normal visual representation 
of the SWOT matrix is the following: 
 
 Internal External 
Helpful Strength Opportunities 
Harmful Weakness Threats 
Figure 7- SWOT framework 
Another observation regarding this matrix is the two factors “Helpful” and 
“Harmful”. Within “Helpful” one finds strengths and opportunities. These are 
helpful in the way that they both have a positive influence on the competitiveness 
of the business venture. The “Harmful” factor is vice versa. “Weakness” and 
“Threats” have a negative influence on the company. The goal for any business 
venture should be to maximize the variables within the “helpful” aspect of the 
SWOT analysis, and at the same time reduce the level of the “Harmful” variables. 
The level of the variables is of greater concern than the share number of variables. 
Hence, it is also important to use a ranking system or matrix to evaluate the 
seriousness of each variable within the different factors. 
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 Kotler Keller marketing management 13th edition p. 89 
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4.4.1. Limitations of the SWOT 
The SWOT-analysis is an independent analysis for any business venture. This is 
because no company is the same. What is a threat for one company can equally be 
an opportunity for another. For this reason, it can often be disagreements 
regarding the results or conclusion based on the analysis. Secondly, SWOT 
analysis only provides a list of criteria that ought to be considered. The danger 
about this is that the seriousness and relevance for each criterion is not given a 
weight, hence an irrelevant factor might be perceived as equally important as 
crucial ones. To overcome this, the authors will add a weight number to each 
criterion to show the level of importance each factor provides.
28
 
4.5. Environmental Competitive Analysis – Storage 
Segment  
The authors of the thesis have developed a matrix that is specifically designed to 
evaluate different segments within the storage segment, the Environmental 
Competitive Analysis (ECA). The purpose of this framework is to get an 
overview of the storage systems suppliers in the Chinese market and their position 
with regards to cost and space utilization. The idea is to explore who direct and 
indirect competitors are, and the situation between these. 
The first variable “cost”, was chosen because financial situation for customers is 
relevant when investing in a storage system. Price is also a product feature it is 
common to compete on. However, it is very hard to succeed in using price alone 
as a brand differentiator to capture customers. For this reason, the authors chose 
another important product feature in logistics industry, “space utilization”, as a 
differentiator of importance in this research. The visual representation of the 
matrix has been design as following: 
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              Cost 
Space 
High Medium Low 
High 1 2 3 
Medium 4 5 6 
Low 7 8 9 
Figure 8 - ECA framework 
1. In this group, both the investment cost is high, and the storage capacity is high. 
The advantage in this group is that customers are willing to pay a high price 
for a storage system that is excellent at utilizing existing storage space. 
2. In this group the investment cost is considered medium, compared to other 
systems, and the space saving is high. This group has an advantage where 
customers require great utilization of space, but have limited resources to 
invest in a product. 
3. This group is low on price, but still high on space saving. This would be the 
ideal situation for most companies to be in, but also the hardest to achieve, 
when still requiring high quality.  
4. In this group the investment cost is high, and the space utilization is medium. 
Companies at an advantage in this sector only consider space utilization as a 
medium factor, even though they have good levels of resources to invest. 
5. This group is characterized by both medium price and medium space 
utilization. This is a segment that can cover a large majority of the market as 
investment is only medium, and the need for high space utilization also only is 
medium. 
6. In this group, the investment cost is low, and the space saving is medium. The 
companies with an advantage in this area can offer a product that can utilize 
enough space, at a low investment cost. Often with low-cost systems we can 
find a reduction in quality. Hence, high quality should not be a criterion in this 
segment. 
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7. This group is characterized by high investment, low space utilization. This is a 
segment with low competitive power in a market where cost and space saving 
both are important criteria.  
8. This group is characterized by a medium investment cost as well as low space 
saving. Companies at an advantage here have customer how focus less on 
space saving, and investment cost is an average important criterion.   
9. In this group, both investment and space utilization is low. Companies that 
have neither of these critical factors for their products are at an advantage in 
this segment. 
4.5.1. Limitations of the framework 
This is a matrix with great potential when segmenting the different competitors 
within storage systems. However, this framework has its limitations. The authors 
identified three main aspects of limitations. First of all, the framework only 
evaluates two product features. A more accurate segmentation is possible when 
more factors are considered. In future research, it would be suggested to include a 
wider range of features. Secondly, the answers of these were obtained through 
phone interviews. It seemed that the credibility of being a student was limited, and 
the number of answers was limited as a result of this. Thirdly, the answers of the 
interview are limited to being both subjective (from the interviewee’s point of 
view) and a range from low – high. A more scientific approach would be a 
number scale that could be tested in other research. This approach was first tried 
by the authors when collecting primary data for the research, but no companies 
were interested in answering such a survey. 
4.6. The BCCC Model 
The purpose of the BCCC (Brief Competitor and Customer Correlation model) 
model is to get a brief overview of your competitors and potential customers. One 
can then see if there are any correlation between your competitors’ main selling 
points, and your potential costumers main buying point. 
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The authors will use this model to search for correlations between AutoStore’s 
competitors and potential customers to get indications on which costumers that 
are most likely to buy the product. 
Price      
Speed      
Space      
Flexibility      
Accuracy      
 Supplier/ 
customer 
Supplier/ 
customer 
Supplier/ 
customer 
Supplier/ 
customer 
Supplier/ 
customer 
Figure 9 - BCCC framework 
By including your own company in this model (competitors) you would be able to 
correlate and then find indications on which costumers that are more likely to buy 
one company’s product rather than the competitor’s, and this will also give 
indications on which of the competitors that have the same focus and compete 
over the same costumers. 
4.6.1. Limitations 
Since this is a brief model, one would only be able to get indications from this 
model. As with the environmental competitive analysis model the information 
used in this model also have limitations due to subjective answers from the phone 
interview. The answers are as mentioned just indications, and do not state whether 
suppliers in this model can offer a storage system that satisfy all the needs that the 
customer requires for its products. Furthermore, if the model was to go more in-
depth, the degree of correlation would be interesting to measure ( it to overcome 
these limitations in further research it would be an improvement to have 
companies and suppliers list more than just one or two key factors. This could 
give a wider range and more accurate comparison between the two sides. 
Secondly, a much larger range of objects to answer would support the conclusions 
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drawn to a stronger extent. The ideal way to work out such a model would be in 
cooperation with all parties involved. However this might be a challenging task as 
different parties have different interests to consider. 
4.7. The marketing mix  
The authors of this thesis have decided to include the theory of the “marketing 
mix” in this thesis. Although this model is not directly used in the analysis of the 
thesis, references to key aspects of it will be used through other frameworks. 
The marketing mix is a tool that can be used to determine a product or brand’s 
selling point
29. In its original form the marketing mix consists of the four P’s that 
are: Price, promotion, product and placement. The authors will use it to determine 
what part of their strategy that needs to be adjusted to the Chinese market. 
The four P’s can shortly be defined as the following: Product, this aspect involves 
specific details about the product as a differentiator. Examples can be 
functionality, size, colour or others. The second P is the Price. Price might be the 
hardest aspect to differentiate on as it is easy to be followed or copied by 
competitors. However, it is also the P that is hardest to standardize in a global 
market
30
.  
 
Figure 10 - The marketing mix 
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5. Chapter 5  
  Research Findings 
In this chapter the authors will present the date found throughout the research that 
was most relevant. As an example, localization is a broad area, but only what the 
authors found relevant to the research questions are mentioned. 
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5.1. Political Forces 
The Chinese government has since 1953 made 5-year plans that guide the social 
and economic development of the country. In 2011 the 12
th
 5-year plan was 
introduced, and will expire in 2015. Among other things, the current 5-year plan 
states a goal of making the coastal regions of China to become hubs of research 
and development, as opposed of being a factory area
31
. 
5.2. Economic environment 
The economy has grown substantially over the past decades, and trends show that 
it will keep increasing. The 5-year plan states a growth goal of GDP
32
 to be 7-8%. 
Considering that the 5-year plan wishes to turn the coastal areas into the research 
and development hub of China, there is likely to emerge more high-tech industries 
such as IT-products. It is likely that the products stored in the local storages will 
be small items such as chips and other small components. Zhu Jia, the head of 
sales and marketing in Swisslog China, stated that the storages in China are 
moving towards micro warehousing. That more are breaking up their products and 
storing them in individual pieces to do more picking of smaller components. 
Furthermore, he said that there are many warehouses that do not have an orderly 
structure of their system. As an example, he and others from Swisslog had been at 
360baidu.com’s warehouse, and witnessed this first hand. 
Compared to robotic systems, manual labor is generally cheaper, but figures are 
showing that labor costs are increasing, so that robotic systems are becoming 
increasingly attractive. 
Due to the lack of space in the larger cities, space optimization may also become 
more important. Michael Yang, General Director at Laerdal Suzhou stated that 
space optimization is becoming an increasing issue. 
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5.3. Legal forces 
It’s a widely known phenomenon that copying is accepted in China. Chinese 
philosopher Confucius included in his work that one should copy others if one 
could, and is as such a very central part of Chinese culture. In China it is 
perceived as a compliment to be copied rather than an offence like in the western 
countries
33
 . However in recent times the Chinese government has pragmatically 
started to adopt to international regulations on intellectual property rights. 
Intellectual property is legally protected, and one may file a lawsuit to remove 
copycats from the market. However, this is a long process and demands a lot of 
resources. During the interview, Michael Yang showed the authors a company 
that was copying one of Laerdal’s products and made a fair share of profit. 
Although he said that to Laerdal it was not a big deal to get them out of the way. 
5.4. Sociocultural forces  
The authors will in this section present a general overview of the Chinese culture 
which is considered to be of importance for this paper.  Cultural understanding 
where ranked above technical and managerial skills in a survey asking personnel 
managers to name the traits required for overseas success.
34
 A culture is “the 
behaviors and beliefs characteristic of a particular social, ethnic, or age group”.35 
In this matter the focus will be on the Chinese culture as a whole, even though 
there are differences between the regions and cities.  The focus will be on the 
main differences between the Chinese and Western cultures which can affect the 
way of doing business in China.  
5.4.1. Relationship 
Relationships are important when doing business, however the extent to how 
important it is varies. In the Chinese culture relationships play a great role.  They 
use the word Guanxi to express any type of relationship. From a Western 
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perspective the socializing that is a part of the Chinese business culture might be 
seen as a waste of time.  However, relationships are becoming more important in 
countries like USA to.
36
 
Before looking further into the meaning of Guanxi the authors will give a brief 
look at the relationship in a broader perspective.  One of the dimensions Gesteland 
use when distinguishing cultures is the strength of either relationship or deal 
focused country. China is among the countries that has the highest score on being 
a relationship focused country.  Chinese business people say, “First you make a 
friend, then you make a deal.”37  When entering the Chinese market it is essential 
to build a relationship between the people as well as the companies involved.  It is 
important for Chinese to know that you are personally committed and that you can 
be trusted.  
Throughout the history the Chinese has developed a need for harmonious 
interpersonal relationship.  This has created a system of reciprocal exchange.
38
 It 
expands the ties among the Chinese people and makes people in many ways 
obliged to return a favor. Even though building relationships in China need both 
time and resources, it can help to increase the chances of overcoming obstacles in 
the way.  A network of relationship among people who is important in any direct 
or indirect way will help in cooperation and to support each other. This is an 
ongoing process and the relationships need to be developed as well as establishing 
new relationships of importance.  
There are some downsides about Guanxi that should be noted.  According to Mr. 
Gu, Mr. Hung and Mr. Tse there are three different issues of Guanxi.
39
 In their 
report they state that Guanxi seems to have a declining role when it comes to 
companies’ performance.  China has become a partner of the global economy and 
is also being affected by the culture within it. They have become a member of 
WTO and have made great efforts in order to meet the commitments.  If the 
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Guanxi has a declining effect because of the global affection, it is difficult to say 
how great the decline will be. 
The second issue is the capitalization of Guanxi. Companies seem to prefer to hire 
people who have a strong personal network.  This poses a challenge in regard that 
the companies rely on individual people’s relationship. As long as the people stay 
in the company it will not be a problem, but the danger of losing the people with 
the important relationships become critical. If an employee that hold important 
personal relationships related to the company leaves, it can be a big loss of 
resources for the company due to loss of both the relationships and the employee.  
The third issue is within the network itself. There are several threats within the 
network that can be a challenge when establishing relationships. When receiving a 
favor it is expected that this favor will be returned. This can have a consequence 
for the performance of the company. It is also a danger that the network can 
develop blindness towards the market environment changes. If companies or 
people of the network fail it can have a domino effect on the rest of the companies 
and people involved in the network. This section highlights some of the dark side 
about the Guanxi. In China things can be illegal by law, but still accepted to do.
40
 
Guanxi can make it easier to bending the rules without having any immediate 
consequences. This can be a challenge for a Norwegian company where such 
practice is less common. In this regard conflict resolution can be used as an 
example. When comparing the West and China there are some difference when it 
comes to conflict solving. While countries in the West prefer to use lawyers and 
courts, China prefers mediation through a trusted third party.  
5.4.2. Decision making 
Geert Hofstede has five dimensions that describe the cultural differences between 
countries.
41
 The authors have found two of Geert Hofstedes cultural dimensions 
that are of importance for this paper. The including of these dimensions is to give 
a brief understanding for factors that might affect the decision making. Some part 
                                                 
40
 Interview with Howard 
41
 http://no.wikipedia.org/wiki/Geert_Hofstede 
Bachelor Thesis - AutoStore Page 47/102 
 
will also be to support the above information about the culture in China. 
 
Figure 11 - Hofstedes Dimensions 
5.4.2.1. Long term orientation  
Hofstede define this dimension as “the extent to which a society shows a 
pragmatic future-oriented perspective rather than a conventional historical short-
term point of view”.42 This dimension supports the point of Guanxi. In China the 
long term perspective is important, and in that regard to establish relationship on a 
long term basis.  When making decisions on whether to buy a new product or not, 
good relationships will be important.  
5.4.2.2. Power distance  
Power distance is the second dimension from Hofstede that the authors feel is 
relevant to include.  Hofstede define power distance as “the extent to which the 
less powerful members of institutions and organizations within a country expect 
and accept that power is distributed unequally”.43  China and Norway are quite 
different in power distance. China is among the countries that score highest, while 
Norway is on the opposite part of the scale.  When doing business in China 
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coming from a country that has low power distance you have to pay attention to 
challenge that the difference poses.  The most important in this regard is highly 
necessary to establish contact with the highest or one of the highest ranking 
people when selling. 
5.5. Market environment - localization 
Localization is the process of adapting a product to the local market. Depending 
on the product and its attributes, localization’s importance may vary from product 
to product. The authors found that if a product is too expensive for the Chinese 
market, one might consider moving parts of the production as a part of localizing. 
Furthermore, it is almost essential to get a local reference before attempting to sell 
on a bigger scale in China
44
.  
One more finding was that Michael Yang from Laerdal would, in a buying 
process, like to see the system in action before buying, this could be done by 
having a test grid to demonstrate the product’s features45. 
5.6. Cost sensitivity 
 During the interview with the General Manager of Laerdal’s head quarter in 
Suzhou
46
, Mr. Yang said that such storage system could be too expensive, but he 
did not mention any specific numbers. What he did say, however, was that if he 
did not reduce his overall costs by investing in a new system, it would be too 
expensive. His figure to calculate this included increased optimization of space 
usage, which would reduce cost per square meter. He also included the cost of 
replacing the old system, such as bin and rack costs. So when investing in a 
system that requires new bins, the cost of the bins would include the value of the 
old ones. Furthermore he stated that the cost reduction per square meter would be 
considered. 
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Mathematic formulas can be made from this data: 
AutoStore investment cost = Present value of current system + AutoStore cost 
元=Cost of property  
  =cubic meter 
%=increased space optimization 
Δ=difference 
元/  =cost per cubic meter that is used for storage in the old system 
元/   (1+x%)=cost per cubic meter after optimizing space with the new system 
Δ元/  = Monthly cost savings per cubic meter in terms of space optimization  
The formula is as follows: 
元
  
 
元
  (    )
 Δ
元
  
 
What this formula implies is that the cost saving of AutoStore increases as 
property price increases. 
The two formulas can be combined, and merge into a formula as follows: 
AutoStore investment cost  
= Present value of current system + AutoStore cost – Δ
元
  
*X 
X=extra cubic meters used for storage with the new system 
Further implications is that even if AutoStore is the most space saving AS/RS 
system on the market, it doesn’t necessarily mean that a potential customer with 
space as a top need will choose this solution over other similar solutions. With a 
high investment cost, AutoStore might be most attractive for customers that are in 
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danger of their storage becoming a bottle neck in their operations, and is in 
immediate need of optimization. 
The practical use of this formula is very limited as it only covers a small part of 
the over-all cost. The authors will use this formula later in the thesis. 
 
5.7. Potential competitors 
There are other Automatic Storage and Retrieval Systems (AS/RS) on the marked, 
and the mini-load system is becoming increasingly popular in China. On an 
important side note it was also stated by Zhu Jia that this is a system that is 
becoming increasingly popular in the Chinese market
47
. 
5.8. Customization of the marketing mix 
According to Solberg
48
 not all parts of the marketing mix needs to be localized to 
each market. Some parts of the mix are easy to standardize such as product, 
positioning and brand. However, there are parts that might be more necessary to 
be customized in international markets. Based on our interviews with a potential 
customer and market experts, the authors have concluded that the most important 
parts that need customizing are price policy and sales promotion. Furthermore 
these two parts are also mentioned in Solberg’s book as very difficult to 
standardize in the international market. 
5.9. Moving manufacturing to China 
According to John Aamodt, CEO of ITP Group there are roughly two factors that 
affect the time of the manufacturing transfer. Whether you want to outsource, or 
manufacture the product. When sourcing standard products the moving will take 
30 – 60 days, and otherwise it will take 60 – 120 days. Geir Fjermestad was 
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involved in moving manufacturing of pharmaceutical items, which is very 
specialized
49
. They had problems with the sterilization process, and it took them 
1,5 years before they were fully up and running. One can assume that in a worst 
case scenario a moving of the manufacturing process can take 1,5 years As for the 
cost saving, moving of the production of standard products such as plastic storage 
containers, it is very limited as there are “specialized manufacturing companies in 
Norway that are running 24/7 operations, with limited manpower.
50 ” Rudolf 
Hausladen of Swisslog commented that the over-all savings would still be 
significant though, as there are import taxes of roughly 20%, as well as transport 
costs.  He mentioned an example that when you transport and import 50,000 bins 
the costs gets quite high
51
. 
5.10. City tiers 
The authors have looked into which cites seems to be in favor for AutoStore by 
looking into the Chinese city tiers. Research show that there are five different tiers, 
but the authors will focus on the first and second tiers which are the most 
developed cites. The criteria to the city ladder are based on finance, commerce, 
service, education, international competitive power and information flow. 
Location is very important for AutoStore as it is an AS/RS. The authors have 
chosen cities with those criteria and ended up with focusing on Shanghai, Beijing, 
Tianjing, Ningbo, Guangzhou and Shenzen. These are all coastal cities. All these 
cities have well developed logistic systems and the amount of available space is 
limited. Over the last decade the property price in the large cities like Beijing 
where the property prices more than doubled from 2006 to 2011
52
, and because of 
this the cost savings by optimizing space is a lot higher in these cities, as implied 
by the aforementioned formula. Cities like Ningbo and Tianjin are developing, 
which can mean vacant space is available.  
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6. Chapter 6  
   Analysis 
In this Chapter, the authors will present how the theoretical frameworks have been 
used in the evaluation of AutoStore. This is done to measure what position 
AutoStore has in China to get an overview of the challenges with regards to 
customers and competitors, as well as the current market situation in China. 
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6.1. Internal analysis 
The authors will use the VRIO framework as a part of the internal analyze.  The 
objective of the internal analyze is to identify the competitive 
advantages/disadvantages. This can provide an indication of the competitive 
advantages the company possesses, as well as the disadvantages. By exploiting 
internal resources and capabilities and meeting the demanding standards of global 
competition, firms can thereby create value for their customers.
53
 In order to 
answer the problem definition, the authors will have the main focus on factors that 
can prevent the Chinese market from adopting the AutoStore system.  
6.1.1. The VRIO variables 
The following variables have been chosen by the authors to evaluate the 
advantages and disadvantages of AutoStore. 
6.1.1.1. Tangible resources 
Tangible resources or assets are any company property that has a physical 
existence.
54
  This part includes the financial, physical, technological and 
organizational resources.  
6.1.1.1.1. Financial 
In order to evaluate the financial situation, the authors find it necessary to include 
Hatteland Holding, Hatteland Computers and Hatteland Logistics. The numbers 
are given in NOK, which has an exchange ratio of 1 NOK = 1.08 RMB as of 
08.May.2012.
55
 
There are few activities in Hatteland Logistics as they are only the owner of the 
product and brand name. The activities regarding the financial posts are of no 
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practical importance for the further existence of AutoStore. Hatteland Logistics 
relies on financial support from its parent company, Hatteland Holding.
56
 
Hatteland Computer is responsible for the R&D, sales and production of 
AutoStore. In 2010 their parent company transferred 24 million NOK to Hatteland 
Computer. Their main income is from sales on software which was 73.2 million 
NOK of totally 96.3 million NOK in 2010. The sale of AutoStore was 12.2 
million NOK in 2009, and 23.1 million NOK in 2010. The sales include sales in 
Europe
57
.  Even though money is still being used in order to develop the product, 
the sale of the AutoStore product has experienced a significant growth. They still 
need to continue to grow in order to cover all the research and development costs 
that are attached to AutoStore from its beginning. 
The parent company to both Hatteland Logistics and Hatteland Computer is 
Hatteland Holding. They have a strong financial position. From the balance of 
2010 there is 169 million NOK that are available which indicates that Hatteland 
Holding can support the development of AutoStore in the years to come.
58
 
6.1.1.1.2. Physical  
The main production of AutoStore is done in Poland.  The software is produced 
by Hatteland Computer which is their core business. The equipment needed to 
install the AutoStore system is shipped from the countries it is being produced in, 
to the countries where it is getting installed.   
6.1.1.1.3. Technological  
The AutoStore system is more advanced than the standard storage system, and 
demands a higher technological standard. Hatteland’s core business is software 
and is therefore able to support with a good quality software program which the 
AutoStore system requires. They benefit from having a green line product, this 
also include a long life for the system itself. The robots run on battery, hence a 
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power outage will not stop the robots from continuing to run at the top of the 
system.  
However, there are some parts of the technological aspect that has not yet been 
properly developed. If a robot gets stuck while running at the top of the storage 
system there, is not a proper way of handling this situation. Hatteland have 
developed a plate that a person can sit upon while moving out to the stuck robot. 
This is not an optimal solution to solve such a problem. Although such a problem 
has not yet occurred, a solution for this kind of problem would be preferable. Not 
only to solve the problem more efficiently, but also to reassure customers who 
might raise such questions about the product. 
6.1.1.1.4. Organizational  
Hatteland Logistics is a branch in Hatteland Holding. They have recognized that 
they are too small in order to fully handle the whole process and have by that 
reason engaged in a strategic alliance with Swisslog. Hatteland can focus more on 
the R&D, while Swisslog focus on attracting the customers. As Swisslog already 
offer other kind of storage systems, AutoStore can be used together with other 
storage systems for customers who have different needs. A challenge for 
Hatteland will be to cooperate properly with the local office of Swisslog in the 
given country to meet the different needs that exist in the markets.  
As Hatteland now look for opportunities outside the Norwegian market, they also 
need to cooperate with the local office to Swisslog that are represented in the 
given market. The authors feel that Hatteland has some challenge in 
communication and understanding in this current situation. 
6.1.1.2. Intangible resources 
The authors will in the next section evaluate the intangible resources. Tangible 
resources exist in abstraction. This part is identified as human resources, 
innovation and reputation.  
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6.1.1.2.1. Human resources  
The authors believe that the employees’ knowledge at Hatteland of the Chinese 
market is fairly low of the. They lack experience from the culture and the way the 
logistic industry works in China. This can pose a challenge for Hatteland, when 
there is a need to make decisions on the Chinese market regarding how to 
approach the Chinese market with AutoStore. On the other hand Hatteland has 
employees who are developing AutoStore to become a better product. The 
inventor of AutoStore has a 27 % ownership in Hatteland. This can make him 
stronger committed to the development of AutoStore. Hatteland has experts to 
develop AutoStore for a better use as a storage system.  
At Swisslog’s office in Shanghai there are people who are familiar with the 
Chinese market. Most of the employees are Chinese and naturally have an 
excessive understanding of the Chinese culture. Swisslog’s employees are also 
familiar with the storage industry as that is their core business. One of the 
employees at the marketing apartment at Swisslog has started to conduct market 
research to look for opportunities for the AutoStore system in China. The human 
resources at Swisslog will be of great value for Hatteland in regard of making 
strategies for the Chinese market.  
6.1.1.2.2. Innovation 
After the invention of AutoStore, Hatteland has worked to improve the storage 
system. They are both working on improvements in the system, and also make 
changes to improve and broaden its use. The storage system today has some 
limitations in product models. In this early stage on the market, the main focus 
will be on improving the use of the system in order to acquire more potential 
customers.  
6.1.1.2.3. Reputation 
AutoStore has not been on the market for a long time, and has not gain a wide 
reputation in the market yet. The storage system has been given good remarks 
from possible customers when being introduced to the system. Customers in 
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Norway have so far had good experiences with AutoStore
59
. However this system 
has not been introduced to the Chinese market and the reputation is by that reason 
very low in China.  
6.1.2. VRIO framework 
Now the authors will present the VRIO analysis, based on the research and 
findings throughout the thesis. 
VRIO 
Framework 
 
Resources  Valuable for 
client? 
Rare? Costly to 
imitate? 
Organized 
for? 
Competitive 
implications 
Product price NO NO YES NO Competitive 
disadvantage  
Partnership YES NO NO YES Competitive 
parity 
Organizational 
efficiency  
YES NO NO YES/NO Competitive 
disadvantage 
Innovation YES YES YES YES Sustained 
competitive 
advantage 
Local 
manufacturing  
YES NO NO NO Competitive 
disadvantage 
Product 
flexibility 
YES YES YES YES Sustained 
competitive 
advantage 
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Space 
utilization 
YES YES YES YES  Sustained 
competitive 
advantage 
Experience in 
China 
YES NO NO YES Competitive 
parity 
Installing 
system 
YES NO NO YES Competitive 
parity 
Figure 12 - VRIO analysis 
6.1.2.1. Conclusion of the VRIO framework 
From the VRIO framework there are some conclusions that can be indicated. The 
competitive advantages will be mentioned, but the main focus will be on the 
disadvantages.  
The competitive advantages that have been identified are “innovation”, “product 
flexibility” and “space utilization”. The authors’ conclusion is that these three 
resources fulfill the VRIO requirements. AutoStore is a new and innovative way 
of storage. AutoStore save space for the customers in a way that competitors so 
far cannot match. There is no space that is needed between the bins in order to 
have people picking the products, and the storage system can be installed up to the 
roof. The authors have also chosen to include product flexibility, but this resource 
does not stand out to the same extent as the other two resources included in the 
competitive advantages. The reason to include this is because AutoStore have few 
limits in the form of the space to be installed at, and the system is also very easy 
to expand. 
The disadvantages that have been identified are “product price”, “local 
manufacturing” and “organizational efficiency”. Even though the authors do not 
possess any specific data regarding the price of AutoStore, the system is quite 
expensive, as the authors understood the price strategy both from Hatteland and 
from Swisslog. The value of the price is set as low because AutoStore is quite 
expensive and this resource is therefore not valuable. This is likely due to a high 
profit margin, and the location of the production which will be discussed later. As 
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for the price Hatteland might have some challenges in China with a quite high 
price on their product. Even though there are few or none competitors offering the 
same storage systems, the price can be a challenge for the potential customers.  
The local manufacturing is identified as a disadvantage because it seems to be of 
value for the customers.
60
 To have local manufactures is either rare or expensive 
to imitate. Hatteland has at this moment no local manufactures in China for 
AutoStore. AutoStore is considered to be fairly expensive compared to the 
product cost and labor. The cost is believed to be reduced if it is moved to China
61
. 
It will be important for Hatteland to have a local producer of AutoStore if the 
production cost can be reduced. This can both help to reduce the cost and make 
potential customer more interested. Many parts in AutoStore are simple parts to 
make, the bins are made of plastic and the grid is made of aluminum which does 
not include too many requirements for the manufacturer.  
The authors have included the organizational efficiency as a disadvantage. The 
reason why this resource has been set to YES/NO is that the organization is 
efficient in some ways, but has some challenges that need to be addressed. 
Hatteland does not have experience in selling warehouse systems, but has through 
the partnership with Swisslog gained some strength on this concern. The authors 
still recognize this part as a disadvantage as Hatteland is quite small and is aiming 
to entering several markets at the same time. There seems to be some difference in 
the opinion about the opportunities for AutoStore between Swisslog’s office in 
Shanghai and Hatteland. This can pose a challenge for the market entry in China 
where efficiency within the organization will be of importance.   
6.1.2.2. Limitations and critical view of the VRIO analyze 
The authors have based the information applied in the VRIO framework on 
several interviews, webpage of Swisslog and Hatteland. The quality of the 
information applied can suffer from the subjective point of view from the authors. 
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There has not been sufficient information in analyzing the financial resources 
available due to confidentiality to do a proper evaluation on the financial part.  
6.2. SWOT 
To better evaluate the position of AutoStore in the Chinese market, the authors 
will use the framework of the SWOT-analysis to create an objective perspective. 
The most significant factors will be highlighted in the model. In the aspects 
considered as “helpful”, high values that match importance and score are the 
strongest benefits of AutoStore. In the aspects of “harmful”, a high difference 
between importance and score indicate the strongest weakness. Firstly the authors 
will present the internal aspect of the SWOT, strength and weakness. 
6.2.1. Strength 
 
The space saving is by far the most important feature of AutoStore. It is in a “blue 
ocean” with its unique space saving ability. This gives AutoStore top score in the 
feature. As for the market, space saving become more and more important in the 
Strength (helpful) Importance in the 
market 
Score 
Space saving 5 5 
Product flexibility 4 5 
Liquidity 3 4 
Technology and innovation 3 4 
Experience in logistics (with 
the help from Swisslog) 
3 4 
Figure 13 - SWOT analysis (Strength) 
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cities tire
62
 the authors have recommended AutoStore to establish themselves in. 
Government policies have also stated that they will make incentives for 
manufacturing and storing in other locations in in-land China. This will serve as a 
great strength for AutoStore in this kind of market.  
Secondly, the flexibility of AutoStore is a major strength. It can be installed in a 
warehouse of almost any shape and it can easily be expanded. Competing systems 
such as pallets might have problems with employees accessing high stored goods, 
and there are regulations limiting the maximum height goods can be stored and 
collected by employees. The flexibility is slightly higher than the importance of 
the market, but the importance might change as less and less space becomes 
available.  
Thirdly, liquidity is an aspect of interest. Not only for China, but for any market 
financial resources is a must. However, as Hatteland do not produce anything in 
China yet, they do not need to invest in any factories in China to produce their 
materials. All the materials are shipped from Europe. Hatteland Holding is a 
strong company with considerable revenue, and because of this they are well 
equipped for international expansion, from a financial point of view. When it 
comes to technology and innovation in the storage market, Hatteland can offer a 
rather valuable product. This is a new invention, a new way of thinking about 
storage systems and it is a highly technological system easy to use. China 
however is still in the phase of development, and the market might not yet have a 
strong need for such a solution yet. As the market become more mature the 
greater this feature will become, especially as the need for new storage space 
becomes a need. 
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6.2.2. Weakness 
Weakness (harmful) Importance in the 
Market 
Score 
Localization, Production 
and transportation costs 
5 1 
Low brand awareness in 
China 
4 2 
No local references 4 2 
Lack of experience in the 
Chinese market 
5 3 
Organizational flexibility 
in China 
4 2 
Figure 14 - SWOT analysis (Weakness) 
The authors have evaluated several internal weaknesses and narrowed them down 
to the six most significant for Hatteland. The most significant weakness for 
Hatteland in China is the lack of localization. Based on interviews and research of 
the market, localization can easily become a critical success factor. Without doubt, 
China is a rather price sensitive country, hence cutting costs while maintaining 
quality is important. From the interview with both Mr. Wang and Swisslog, the 
authors found this conclusion: “if you can produce it cheaper in China, where you 
will sell it, then why not do it?” This is one way to gain a competitive advantage 
on price. If the price remains unchanged, it still serves as an advantage as the 
profit margin will increase. The point here however being that the Chinese 
customer must perceive the price they must pay for the product as “fair”. 
Increased costs by shipping and production from Europe only contribute to either 
higher price or a lower profit margin. It might be argued that it is desirable to 
protect intellectual property and/or ensure a high quality standard. However China 
is without doubt able to ensure both these criteria through the correct approach. 
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Secondly, low brand awareness in China is a challenge and weakness. This is 
closely linked to the lack of local references, which seems to have great influence 
on the decision making. A question raised by Laerdal (a potential customer) was 
that they desired some local references. Because Hatteland have low brand 
awareness in China, customers hesitate to “be the first one”. Hatteland also do not 
have a test grid available in China at the moment, making it difficult to 
demonstrate the full potential of their product and spread their brand awareness 
further.  
The two final features the authors have chosen to evaluate with regard to some 
aspects of business culture in China. Hatteland has not yet established in China, 
nor have they experience in doing business in this country. Following Norwegian 
business principles in China might be both good and a further challenge. There are 
more “acceptable” grey areas in China than in Norway. The interview with Mr. 
Howard also emphasizes this. Swisslog also stated that it might sometimes be 
necessary to move forward though some paperwork’s are still in process. This 
might be impossible in Norway, but considered more a “grey areas” in China. 
This is a weakness as it prohibits entry to the market as quickly as competitors 
may do. Next, the authors have identified important external aspects to consider, 
the opportunities and threats. 
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6.2.3. Opportunities 
The two major opportunities for Hatteland are within the specifications of the 
product they can offer. The most suitable cities for AutoStore is the 1
st
 and 2
nd
 city 
tiers
63
 in China. These are mainly costal with well-developed logistical 
infrastructure. In this kind of area, the requirement for space saving solutions 
becomes more and more important. The product is also based on a new and 
innovative way of thinking. As China still struggle with innovative inventions, a 
lot of high-tech products are imported or produced locally by foreign companies. 
As there are less local competitors on this arena, Hatteland has an advantage in 
this aspect. 
Furthermore, there are several factors regarding the market development of China 
that serves are opportunities for Hatteland. The market is one of the most 
explosive developing countries in the world with regards to the GDP. For years it 
has maintained a stable 10% growth, as part of the five-years-plan by the Chinese 
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 Referring to 5.10 
Opportunities (helpful) Importance in the 
Market 
Score 
Market need for space 
saving 
4 5 
Market Growth 4 3 
Financial growth for 
China 
3 3 
Growing B2B market 4 3 
Growing High-end 
market 
4 4 
Low innovation in China 2 5 
Figure 15 - SWOT analysis (Opportunities) 
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government, and in the newest 5-year-plan they have set a goal to continue 
growing by 7 – 8%. This is an indicator of economic stability and financial 
growth within China. Many European countries the last years have been heavily 
affected by a financial crisis. China however has been less affected.  
The wealth of the population is growing as well, and we can see a growing high-
end segment in China. These are the people and companies that can afford the 
AutoStore system, as robotic storage systems are considered expensive, compared 
to labor.  
6.2.4. Threats 
Threats (harmful) Importance in the 
Market 
Score 
Competitors 2 3 
Bureaucracy 4 3 
Mini-load 4 2 
Business Culture 5 2 
Copy risk 4 2 
Figure 16 - SWOT analysis (Threats) 
The biggest external threat the authors have identified is the difference in business 
culture. This affects both how Hatteland can do their business in China, as well as 
the difference in how decisions and negotiations are held Gesteland
64
 states that 
local adaption perhaps one of the most critical success factors, not only in China 
but the world. In China they say “入乡随俗 (pronounced ru xiang sui su)” which 
is similar to the western “when in Rome do as Romans”.  
Secondly, the risk of being copied in China is feared by many. Said shortly the 
risk often falls on whether or not the product is expensive to copy. As mentioned 
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earlier, with localization, the product could have been produced cheaper in China, 
and there is reason to believe that competitors are highly able of copying such a 
product
65
. Only weeks after a high-tech device such as an Iphone is launched one 
can find copies and imitations of it. To overcome this, being the first on the 
market might be one way to ensure a larger market share. 
6.3. PESTEL 
As a part of the external analysis, the authors will use the PESTEL model to get 
an overview of the development of the Chinese market in terms of the potential of 
AS/RS sales, with a natural focus on AutoStore. 
6.3.1. Political 
The influences of the 5-year plan, industrial manufacturing would be moved from 
the coastal areas to the midlands and turning the coastal areas into a 
“technological hub”. The coastal areas of China are the ones with the most 
money
66
. The combination with good economy and focus on the technological 
market contributes to good prospects for Hatteland which already has one of 
Norway’s biggest technological internet stores as their costumer. Small 
technological product such as digital cameras, speakers and in general products 
less than 30 KG are products that can be handled by AutoStore. This indicates that 
there will be a potential market for AutoStore in China. 
6.3.2. Economics 
The Chinese market is huge and the need for logistic systems is growing
67
. Those 
who need logistic systems are often big companies with much money to spend. 
Some companies actually do not care about having the most effective system, but 
the most modern and “hip” system68.  There are indications that this might be a 
strong selling point thanks to the strong and rapid growth in the Chinese economy, 
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since Hatteland has one of the most innovative and state of the art system. 
Because of the rapid growth in Chinese economy, there is a chance that the RMB 
would appreciate towards the Norwegian NOK. Hatteland has stated that they 
have one price and that they do not sell cheaper to specific countries. If the RMB 
would appreciate towards the NOK Hatteland’s profit margin would be lower 
which is a factor that they need to consider when entering the Chinese market. 
6.3.3. Technological 
 The fact that Chinese companies are among the best in the world, if not the best 
to copy other products is something that could be a crucial factor whether 
Hatteland should or should not enter the Chinese market. If a Chinese company 
would want to copy AutoStore they would properly already have done it
69
. It 
would be illegal for Chinese companies to copy AutoStore, but if they did, the 
chances are that there would not be any severe consequences
70
. The AutoStore 
system consist of simple materiel which is simple to copy, their core competence 
lies in their software which would be harder to copy, but still possible
71
. 
6.3.4. Legal factors  
The fact that the minimum wage in China is low can be a risk, because the high 
cost of implementing the AutoStore system. However due to the rapid growing 
economy and constantly reduction of space in the bigger cities
72
, AutoStore will 
be seen as an attractive warehouse system because of its advantages, even though 
it’s expensive and the labor cost is low. Another factor is the legal aspect of 
copying. As in all countries, the risk of being copied when entering a market with 
a new and innovative idea has always existed. The legal forces of copy risk in 
China are not very strong at the moment, however it is improving over time
73
. 
Even though it’s not strong, Hatteland should push hard when facing copycats all 
the time, in order to endeavor to maintain the image of being the pioneer and the 
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leading position. AutoStore will be protected by the intellectual property law 
when facing copycats, due to its registered legal patent. 
6.3.5. Conclusion 
The external forces as mentioned are affecting the future of potential success of 
AutoStore, both in negative and positive directions. The continuing development 
in the structure of cities and the growing economy will be aiding AutoStore’s 
success in terms of being a competitive warehouse system. As mentioned earlier, 
the space-saving will be crucial in the big cities, and some potential buyers are 
simply seeking the most up-to-date system.  The progressive improvements in the 
legal forces will help AutoStore to secure its foothold in China, though it is not 
very strong at the moment. 
6.4. Porter’s 5 forces 
In the following paragraphs the authors will analysis how Hatteland’s product will 
be challenged by different market forces. 
6.4.1. The threat of new entrants 
AutoStore will constantly experience new competitors, however unlikely to 
encounter competitors from the same segment in the short run as AutoStore is the 
only automatic storage system with stacking bins. Consequently, competitors that 
offer similar automatic storage function and normal warehouses will pose as the 
real competitors. AutoStore’s unique attributes, like optimal space-saving, 
accuracy and flexibility play a significant role in terms of excluding and 
differentiating from competitors.  Furthermore, the entry and exit barriers are high, 
as the capital requirements and expertise are also high to build such advanced 
storage. AutoStore as the pioneer in this segment can easily build up customer 
loyalty and brand equity for being the first one in the market, thereby reinforcing 
their strong position in this segment. It is important to notice however that there 
are competitors in the market providing substitutes.  Another hinder for new 
entrants is to build a network within the industry and among the potential 
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customers, which is considered as an obstacle to AutoStore as well, due to the 
lack of local reference.  
When considering the growth of the potential market one may assume that the 
interest of entering it will increase for other businesses than Hatteland and 
Swisslog. Swisslog’s head of marketing and sales, Zhu Jia, could see a growth in 
the market, and China’s 5 year plan is pointing toward an increase as well. 
Because of this the authors feel that getting an early foothold in the market might 
prove to be an important advantage, before anyone else does. 
6.4.2. The threat of substitute 
The threat of replacements has always existed. The customers can always 
substitute AutoStore with the traditional warehouse with human labor or other 
kinds of automatic storage. After all the decisions of product choice lies within the 
customers, and what AutoStore can do is to increase the customer’s incentives to 
choose AutoStore. The current high price level and the image of Norway will be 
perceived as a guarantee of quality, which can act as an incentive. Another 
incentive can be the relative high switching costs due to the expensiveness of 
changing a whole storage, if the customers choose to substitute AutoStore. 
However, AutoStore can counter the threats by profiling its advantage as the most 
space-saving AS/RS system in the market. In the interview with the General 
Manager of Laerdal Suzhou, he stated that what would make him decide whether 
to invest in AutoStore or not would be the over-all cost savings. What could prove 
to be a substitute threat could be another space optimizing AS/RS that would not 
necessarily save as much space as AutoStore does, but because of a lower 
investment cost the over-all cost savings could prove to be lower in an alternative 
competitor, as implicated in the cost formula. 
6.4.3. The threat of competitive rivalry 
The degree of competitiveness is constantly inclining silently, even though the 
level of advertising in this market is not very aggressive. The most of important 
determinants of competitiveness is sustainable competitive advantage through 
revolving innovation. At this point, AutoStore has its absolute advantage by 
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presenting the latest cutting edge automatic storage technology for space-saving 
and flexibility. However, the competitiveness in the Chinese market is especially 
strong due to the cheaper labor and copy culture. With cheap labor, the 
competitors can produce significantly cheaper automatic storage, which can pose 
a big threat as the price of AutoStore is considered relatively high. The fond of 
copy culture will conceive much potential AutoStore-like automatic storage. 
However, Hatteland has its sustainable competitive advantage which is the 
AutoStore’s system. The unique system will be somehow difficult to duplicate, 
but it might be copied if wanted over time. There are approximately 50 
competitors according to an interview with Swisslog. Most of them provide 
medium quality, and only few of them have advanced systems as the one from 
Hatteland. A direct competitor to AutoStore system is Mini-load
74
.  The storage 
space of Mini-load is horizontal, which means it can only store one bin at one 
place. Compared to AutoStore which has multiple robots to pick up bins, mini-
load is certainly at disadvantages with regards to speed and space optimization, 
due to the possibility of stacking bins. An important factor to automatic storage’s 
function is accuracy, which is crucial because potential damages can be caused if 
the loading and unloading process is not stable. This is why AutoStore has its 
advantage compared to other automatic storage, which are not as quality oriented 
as AutoStore.  
6.4.4. The threat of bargaining power of customers 
The bargaining power of customers is considered as moderate due to the 
following reasons: The customers have the possibility of choosing many other 
kind of similar automatic storage, however AutoStore is considered as the best 
automatic storage that offer adaptable structure placing, and space-saving. 
Consequently, the customers will need to make an attentive assessment before 
choosing what kind of storage they seek. The second reason is the high switching 
cost and fixed cost of every kind of automatic storage, which make the customers 
hard to conduct switching. The last reason will be the customers’ price sensitivity. 
Different customers will have different sensitivities, the targeted customers for 
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AutoStore are strong and big companies, which are relatively less price sensitive 
compared to the smaller companies. Even though the big companies are less price 
sensitive, Hatteland should keep in mind that the Chinese people are very price 
concerned and price sensitive in their nature. Regardless of that, as mentioned 
earlier, the Chinese culture has a long term orientation with regards to conducting 
business, which have reinforcing and maintaining the business relationship as 
goals. By the reason that, Chinese companies do not tend to be a regular switcher.  
Another factor to keep in mind when conducting business in China is the power 
distance. Hatteland has to approach the people who have high position in order to 
ensure a potential sale. 
6.4.5. The threat of bargaining power of suppliers 
The current bargaining power of suppliers in Norway for AutoStore is considered 
high, as there are limited local suppliers of steel and aluminum, which makes it 
hard to bargain. Even though Norway has a natural supply of steel and aluminum, 
but the most of the productions are conducted outside of Norway, which will 
increase the price level. Hatteland has not much leverage against the high price 
level due to limited suppliers in Norway. Another factor is the high labor cost and 
the strong labor unions which contribute to higher prices. The up to date solution 
is localization. By definition of localization, the authors mean localizing the 
production of the different parts of AutoStore in China. This will greatly reduce 
the cost price as well increase the profit, and the bargaining power of suppliers 
will be turned upside down. The large amount of factories that produce steel and 
aluminum, combined with cheap labor, will contribute to a lower degree of 
leverage of bargaining power of the suppliers, as the competitiveness is very 
fiercely.  
6.4.6. Porter’s five forces’ conclusion 
The analysis indicates both opportunity and crisis for Hatteland. The Chinese 
market is dynamic and runs in a rapid rhythm, one or two competitors can arise 
out of nowhere at any time. Hatteland has not established a foothold in the 
Chinese market yet, which is quite dangerous due to the fast paced 
competitiveness. Even though AutoStore has its own unique competitive 
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advantages, the competitors can duplicate it if AutoStore becomes a promising 
product. Therefore, Hatteland has to get a local reference and quickly grab the 
market shares in this niche segment in order to establish the front runner image, 
thereby acquiring higher bargaining power against the customers. 
6.4.7. Porter’s five forces’ limitation 
Due to limited and subjective answers from the phone interviews, the answers 
might be invalid. Hence, might affect the outcome of this research method. There 
is also an extension to this model which was created by Andrew Grove, who was 
the former CEO of Intel in the 1990s.
75
 The new extension adds one more force to 
the existing five forces, which is called the complementors. Complementors are 
usually government and the public. The new model focuses on reasons of why 
forming strategic alliances, which is irrelevant for Hatteland, as it’s an unsold new 
product in China and Swisslog is the only authorized distributer. Another 
limitation is the bargaining power of suppliers and the degree of rivalry in this 
segment, which are hard to get a firm conclusion as both suppliers and 
competitors refuse to reveal their prices for an interview over phone. 
6.5. The ECA analysis 
The authors created this model to analyze the different situation and position of 
both AutoStore and other competitors. After research on the competitors, with the 
given limitations, the authors have reached the following results from the ECA 
analysis: 
 
 
 
                                                 
75
 http://en.wikipedia.org/wiki/Porter_five_forces_analysis 08.05.2012 
Bachelor Thesis - AutoStore Page 73/102 
 
           Cost 
Space 
High Medium Low 
High  AutoStore  
Mini-load 
Nanjing Ebil Metal Products 
 
Medium  TOP TIGER GROUP. 
Nanjing Jinhui Storage Equipment. 
Changzhou Mingsheng Warehouse 
Equipment. 
Jiangsu Xin Zhong Ya 
Racking Manufacturing. 
 
Low    
Figure 17 - ECA analysis 
The direct competitor of AutoStore has been identified as Nanjing Ebil and mini-
load. Mini-load is the product the authors have identified as the most similar to 
the AutoStore system. Mini-load is also an automatic storage system, which has 
an automatic picking “arm” moving along the side of the aisle to pick up bins. The 
picking “arm” collects bins, and then returns to the dropping point one at the time. 
They focus on the same strategy with regards to price and space utilization when 
asked how they would rank their products. Both have a medium cost as well as 
high space utilization. However, Hatteland has a unique product in this class, 
being able to store products all the way to the roof, with minimal open space 
between the grids AutoStore is at an advantage even in this part of the segment. 
An interesting observation is done in combination with the BCCC model, where 
the authors have describe the most significant feature that customers focus on. All 
asked customers stated space utilization as the number one most important feature 
when installing a warehouse storage system. With this analysis, there is a strong 
indicator that a warehouse system such as AutoStore is at a great advantage in the 
market.  
6.6. BCCC analysis 
The authors used the BCCC model to search for correlation between AutoStore’s 
main selling point and their potential customer’s main buying point, as well at 
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getting an overview of incentives that their potential customers would have to 
choose another supplier over them. When doing this research the authors managed 
to get answer from seven of Hatteland’s competitors and eight of their potential 
customers. 
 
Figure 18 - BCCC analysis 
According to the research, the authors found correlation between AutoStore’s 
main selling point and customers’ main buying point in 8/8 cases. AutoStore have 
their main focus on space saving (first priority) and flexibility (second priority). 
When asking potential costumers what their main buying point were, everyone 
answered that the space saving was their main criteria for buying a new logistic 
system. 1/8(Ragasco) of the potential costumers answered that flexibility was 
equally important, and 1/8(ITP) answered that speed was equally important with 
space saving when implementing a new logistic system. 
 By research, the authors found that 3/7(JXZY Racking, Lixuan Logistics, Nova) 
of the competitors focused on space saving (Lixuan logistics, NOVA) which 
might indicate that they would be AutoStore’s main competitors if entering the 
Chinas market. 
Among those suppliers that answered 3/7 (Top Tiger, Ebil,) had their main focus 
on flexibility, which might indicate that they would also be among AutoStore’s 
biggest competitors. 
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1/7 (Smaco) of the competitors had their main focus on price and accuracy which 
may indicate that they would not compete over the same customers that AutoStore 
does. 
1/7 (Miniload) of the competitors had their main focus on both Speed and space 
which indicate that they would be competing with Hatteland on space-saving.  
6.7. Marketing Mix 
Hatteland Logistics have already developed a marketing mix for their product
76
. 
But it is very standardized for the whole world. As mentioned in the research 
finding chapter, there are some parts that need to be adapted to the international 
market. If it’s not that important in the Western market, it is most likely in the 
Chinese. Magne Hatteland expressed in an interview over Skype that they did not 
wish to discriminate any of their clients on price. This is an understandable reason 
to do so. However, since research shows that localizing the price policy is 
necessary in many cases, and AutoStore is not an exception. The potential 
customer needs to be convinced that their investment will lead to a considerable 
reduction in costs. When meeting with sales representatives they are likely to have 
a desired return of investment in the back of their mind. What AutoStore and their 
local partner need to arrange is to find out what this desired ROI is, and negotiate 
a price policy that can meet with these expectations. Furthermore, the authors feel 
that Hatteland will have to cooperate with their local partner in adapting their 
sales promotions in China. Michael Yang expressed a need to see this system in 
action before investing in it, and he felt that for Hatteland and their local partner 
to show that they valued their potential customers, they would need to set up a test 
grid in mainland China.  
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7. Chapter 7  
   Strategy 
In this chapter the authors will present the recommend strategies based on the 
results that were found in the analysis part, as well as the different research 
findings. 
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7.1. Strategic Problem Definition 
Based on the analysis the authors have found factors that could possibly prevent 
the marked from adopting Hatteland’s AutoStore system. As such our strategic 
problem definition is: 
“What can Hatteland do to eliminate the factors that can prevent the market from 
adopting the AutoStore system?” 
7.2. Strategic goal 
Even though AutoStore has not been introduced to the Chinese market yet, the 
analysis has shown that there is a market for it, and in addition is a growing one. 
Furthermore, as mentioned in Porter’s 5 forces, the threat of new entries will 
increase as the potential market increases. If a potential customer invests in 
another similar automatic storage and retrieval system, the customer is very 
unlikely to reinvest in AutoStore, even if it’s a better solution due to the high cost 
of changing a storage system. As a result of this threat the authors feel that an 
early introduction is beneficial. As for the period of time, the authors will 
recommend to move the manufacturing of some parts of AutoStore to China, 
which can in a worst case scenario take up to 1,5 years to complete, according to 
one of our e-mail interviews
77
. 
 
Based on this the authors feel that an appropriate strategic goal will be: 
“Introduce AutoStore to the Chinese market within two years” 
7.3. Critical success factors 
The authors believe that the AutoStore system has potential in the Chinese market, 
and as such they believe there is a possibility for success. However, there are 
factors that can prevent Hatteland and its partner from an optimal introduction to 
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the market. These factors have been found in our analysis, and are called the 
critical success factors. The authors have chosen to create a model based on these 
factors, with the purpose of making it easier to understand the reasoning behind 
each and every factor. 
Firstly, our analysis has shown that a critical success factor to achieve the set 
goals is a higher degree of localization.  
 
Figure 19 - localization 
To attain a higher degree of localization, the authors have found a number of 
critical success sub-factors. Two of the factors that need to be modified to achieve 
success can be found in the marketing mix. Namely, under the two P’s that are 
price and promotion. Additionally, Hatteland needs to adapt their organizational 
processes to fit in with the Chinese market.  
 
Figure 20 - Localization (2) 
To localize the price in AutoStore’s case, one needs to adapt the price policy.  
 
Figure 21 - Localization (3) 
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The price policy needs to be adapted in a way that reduces the over-all investment 
costs of AutoStore. As such, the following critical success factors are: 
 Move the manufacturing to China to eliminate transport and import costs 
 Reduce the profit margin to a level that achieves the potential customers’ 
desired cost saving 
Please note that these are critical success factors are based on the information the 
authors have been granted access to. 
So far the critical success factor model looks like this: 
 
Figure 22Localization (4) 
With regard to promotion, Hatteland and their partners need to be more present in 
the Chinese market, and need to change their sales promotion activities. 
 
Figure 23 Localization (5) 
Our interview with Michael Yang revealed that it’s necessary to invest in a test 
grid in mainland China, which gives the sales personnel possibility to invite 
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potential customers to experience the product physically. This is how Hatteland 
and their partner can localize the promotion in the marketing mix. Furthermore, 
Swisslog mentioned that it was hard to achieve a first sale of AutoStore in China, 
and expressed the need for local reference to sell to many of their potential 
customers. Therefore, the authors believe that an initial sales promotion is 
required to achieve a local reference. AutoStore and their partners can discuss a 
pre-sale price that they can offer to some potential customers. The result of the 
promotional part of the model is as follows: 
 
Figure 24 Localization (6) 
The final category in localizing is the modification of internal processes. Swisslog, 
who are the local experts, have expressed that Hatteland might be too concerned 
with the certification process in China. As the certification process is regularly 
changing over time and is time consuming, Hatteland should by those reasons 
follow Swisslog’s recommendations to enter the market before the certification 
process is finished. Due to potential reduction on sales as their competitors might 
get a firmer foothold in the market. This brings up another factor that is to have a 
tighter cooperation with the local partner, and to be more open to their 
propositions and concerns. 
 
Figure 25 localization (7) 
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The result is the following overview of the critical success factors, where the 
lower tier factors specifies what is needed to fulfill the higher tier factors: 
 
Figure 26 Localization - Full overview 
To sum up, the underlying critical success factors to achieve localization are: 
 Move the manufacturing to China to eliminate transport and import costs 
 Reduce the profit margin to a level that achieves the potential customers’ 
desired cost saving 
 Set up an AutoStore test grid in mainland China 
 Enter China before the certification process is finished 
 Closer cooperation with the local partners 
7.4. Strategic Alternatives 
The authors have created three different strategic alternatives for Hatteland to 
consider when planning their future strategy with. 
Alternative 1: Tighter cooperation with Swisslog 
Swisslog is Hatteland’s partner and they have extensive knowledge of logistic 
storage systems and local know-how at their disposal. By strengthening this 
cooperation on a strategic level, with special regards to entry and adaption, 
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Hatteland can utilize both their own and Swisslog’s strength to the maximum their 
competitive advantage. 
Alternative 2: Globalize production 
From the research on the Chinese market, the authors have found that costs of 
production can be significantly lowered if sourced in China. Through 
communication with Hatteland the authors find one important value to be “not to 
discriminate anyone on price”. From the customers perspective however the 
authors found that price is very relevant factor when investing in a new storage 
system. By having production both in Europe and in China, taxes and 
transportation costs can be cut. This can allow the price of the product to be 
reduced, without having too much impact on the profit margin. 
Alternative 3: Do not enter China 
If Hatteland does not want to enter the Chinese market based on the authors’ 
research, they should rather focus on other markets as Europe since Hatteland 
already have experience from the European market. If Hatteland put their main 
focus on the European market, the investment cost would be lower because the 
need for information and local adaption are not as high as in china. 
7.5. Strategic recommendation 
Alternative 1: Tighter cooperation with Swisslog 
Considering that Hatteland has chosen to sell AutoStore through local experts, 
they should consider local adaptations for their marketing mix. 
7.5.1. Entering the market 
As there are no buyers of the AutoStore system in China yet, potential customers 
are skeptical to invest in it. When making such an important investment as this is, 
they would like to see how this works for other local Chinese investors. As a 
result, finding a first buyer will be a challenge. That is why the authors feel that 
special considerations have to be made in order to sell the first AutoStore in China. 
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Consequently, the authors have made initial strategies in order to attain the first 
local reference. 
7.5.2. Getting the first local reference  
By selling the first AutoStore system in China, Hatteland will get the selling 
process activated, and more Chinese investors will likely consider buying it. 
Attaining the first customer in China should be considered as an investment, and a 
part of a grander marketing strategy with the goal of future profits. A pre-sale 
price should be announced to the potential customers as a part of a sales 
promotion, as an incentive for them to buy it at this early stage. This is a sales 
promotion that involves both Hatteland and their partner, and can be important for 
both of them to make a future profit of AutoStore in the market, and should be an 
investment from both parties. 
There is an apparent weakness with this strategy, which is other investors would 
like to buy AutoStore at the same price in the future. To avoid this problem in the 
future, Hatteland and their local partner should emphasize that this is a pre-sale 
price from the, hence most potential customers will be aware of that is a first 
come first serve offer.  
7.5.3.  Setting up a test grid 
Potential customers would like to see the system in action before investing in it. 
An AutoStore test grid should be built in mainland China to open up for this 
possibility. The authors does not have any data that would specifically suggest 
where to set up this grid, but considering that the potential customers is situated 
along the eastern coast, the test grid should perhaps be placed somewhere along 
there. 
. 
7.5.4. Adapting the price policy 
Hatteland believes that the fair solution is to sell their system at an equal price all 
over the world, to avoid discrimination. However, research shows that price 
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policy is difficult to standardize in the international market, which pose as a 
problem to the adaptions of one of the marketing mix. As stated by Rudolf 
Hausladen; other organizations in the industry seem to have a smaller profit 
margin in China than in Europe, and Hatteland should reduce it as well to be able 
to compete in the market. Our research has not revealed to what extent the profit 
margin should be reduced in terms of specific numbers, but the authors have not 
been granted access to information about their current profit margin, nor do they 
know what the profit margin of their competitors is. Generally Hatteland and their 
partner should develop a price policy that meets with the aforementioned 
expectations of the potential customers. That is to achieve the desired cost 
reduction. To be able to cut the price to a desired extent without draining too 
much from the profit margin, Hatteland should start moving the production to 
China.  
7.5.5.  Manufacturing in China 
As it is today, Hatteland manufactures the components of the AutoStore system in 
Poland, which is expensive, and drives the cost of the system to a higher level 
than necessary. In addition to that, the import tax in China that is roughly 20%, as 
well as the transport costs. To cut the costs, and to drive the price down to a less 
intimidating number, Hatteland should move parts of the production to China.  
7.5.6. Modification of internal processes 
To get an early as possible entry to the market, Hatteland should consider 
flexibility with regards to the certification process of AutoStore. This market is 
not like the European, and the organization needs to be flexible and adapt their 
processes when entering. Furthermore, the authors got a general impression that 
Hatteland and their partner do not have an optimal cooperation with Swisslog in 
terms of communication and discussing issues that are special in the Chinese 
market. If this is right, Hatteland should be more open to the possibility that there 
are issues that can be found in the Chinese market that are not present in the 
European market. 
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7.6. Conclusion of the research questions 
In this chapter the authors will give a brief summary of what data they found 
related to the research questions that was mentioned in the beginning of the thesis. 
7.6.1. What factors may cause potential customers to choose 
another storage system? 
A number of factors were identified in the authors’ research. The first was the 
price of AutoStore is too high for the Chinese market. Hatteland wishes to 
standardize the price policy for the whole world to avoid discrimination, but the 
reality is that price policy is one of the factors in the marketing mix that is very 
difficult to standardize in the international market. A European price in the 
Chinese market is a factor that could make potential customers choose another 
storage system. The cost of AutoStore is too high if it doesn’t generate a desired 
return of investment. 
Competitors such as mini-load have attained local reference in China, but 
AutoStore has not any references or reputation in the Chinese market yet. If a 
potential customer is in a position where there is a choice between AutoStore and 
other substitutes, the customer may be more inclined to choose a substitute that 
already has Chinese customers. 
AutoStore’s strongest attribute is its space saving features, but there are other 
systems that are better on other attributes such as speed. If a potential customer 
perceives other attributes than space as more valuable, AutoStore does not score 
as high as some of its competitors. 
Before selling into China Hatteland wishes to wait until the certification process 
of AutoStore is finished, which is a process that may take a long time as it 
changes frequently, and varies from region to region. As the time goes by the 
competitors get a stronger foothold in the market, and the challenge of getting into 
the Chinese market increases. 
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7.6.2. Copying risk in China 
The risk of a copy of AutoStore in China is not a considerable one. Hatteland may 
want to be on the lookout for a potential copycat, but if there emerges one a 
lawsuit is all that is needed to eliminate the threat.  
7.6.3. Will companies in China use cheap labor and storage 
flat rather than this system? 
During the research, the authors identified factors of interest regarding this topic. 
First of all, labor cost in China is rather low compared to Norway. This has an 
effect on how much a potential customer can save on installing AutoStore in 
China. However, there is a trend showing stable economic growth in China, which 
again leads to higher salaries. This may work in favor of AutoStore. 
Secondly, the city tiers in China have different market environments. The authors 
believe that 1
st
 and 2
nd
 tier cities are more likely to adapt such storage system. The 
first reason being that the five years political plan of China is to turn the coastal 
cities into a “technological hub”. This indicates that the type of products 
AutoStore is most suitable to handle will grow in these areas. Secondly, these are 
areas where the price for storage flats are increasing as the available space become 
limited after continuous development. Further on, this increases the cost savings 
of optimizing space usage. 
Consequentially, based on these factors the authors believe that the introduction 
phase of AutoStore might be the most challenging one, but the market give 
promising indications for the future of AutoStore in the Chinese market when 
regarding costs of labor and flat. 
7.6.4. How big will the challenges from other robotic storage 
systems in China be? 
To answer this question the authors developed two frameworks to gain a better 
overview, the ECA and the BCC model. The ECA model gives an overview of the 
competitors that the authors were able to get in touch with for deeper research. 
From this model the authors found two main competitors. One competitor stands 
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out by being a system more similar to AutoStore, the mini-load. The remaining 
competitors are not focusing on the same main selling point, and hence do not 
have the exact same target segment. However it is important not to underestimate 
the indirect competitors either. Nevertheless the authors feel that there are other 
challenges than competitors that are of greater importance to address in this phase 
of Hatteland’s situation in China. 
7.7. Further research recommendations 
Firstly, the authors believe that Hatteland should consider researching the price of 
the competitors in the Chinese market, in order to level the price of the AutoStore 
system if possible. The authors recommend Hatteland and their partner to find out 
what general price that would make the potential customers achieve the desired 
return of investment of buying a new AS/RS in the Chinese market.  
Secondly, if Hatteland will follow the authors suggestion of localization some or 
all of the production of AutoStore in China, looking for local manufacturers in 
China would be valuable. The authors have experience from the Ningbo Industrial 
Park, where several Scandinavian companies are stationed. One of the companies 
produce industrial aluminum goods, and this could be one of many interesting 
suppliers to look into. 
Finally, the authors believe that Hatteland always should be looking for new 
industries that AutoStore would be valuable in. The market is always changing, 
hence new opportunities will arise. 
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9. Chapter 9 
  Appendix 
In this chapter the authors will provide all primary data collected. 
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9.1. Interview with Laerdal 
Name: Michael Yang 
Company: Laerdal  
Position: General Manager since 2003 
 Suzhou 27.03.2012 
Time: 10.30-12.30 
Specific 
What is the most common warehouse storage system in China today? 
This highly depends on the industry you look at.  
Are there any changes in this business? 
I am not too familiar with the logistic industry. However there are a couple of 
changes that might affect this industry. The labor cost is increasing and companies 
have started to outsource business to other countries like India. I also believe that 
the cost of renting is increasing. By this reasons companies in China will ask for 
more advanced storage system.  
What would be your reason for wanting to buy this system? 
Our company would save a lot space because or storage system uses a lot of 
empty space between the racks. We only have a few storage employees so I don’t 
know if we could save a lot on this point.  At the moment we don’t have a much 
extra capacity on our storage space. If our business will increase we need more 
space, and then I think this system would be great. We would be able to expand 
our business with the same space. The space we saved on storage could be used 
for other departments.  
What would be your reasons for not buying this system? 
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This looks like a system which needs a bigger investment in the beginning. Things 
are going really fast here now. I would have to be really convinced if I would like 
to make this kind of investment.  Our system is not new, but there is still a great 
financial value in the system.  If we cannot get sell the system the investment cost 
would be even greater. The investment has to justify to get rid of the old system. 
When evaluating whether to invest in a new system or not, the cost reduction as a 
result of optimizing space is considered. If the space is optimized in a new system, 
the cost per square meter decreases. 
What kind of industries do you think would be potential customers? 
This is a difficult question. I believe that industries like Auto mobile would have 
to big and heavy parts. Maybe industries like food and medical would be 
interesting to have a closer look at 
Do you believe this product face any risk of being copied in by competitors? 
This is something every company face in China. Still it has become easy to fight. 
As long as you have a good position in the market the companies who copy you 
will face difficulties to become a threat. We don’t use a lot of time on this issue. 
Sometimes we search for copies on internet. We recently found one. We took it to 
court and they had to stop producing it. It did not take a lot of time for us. The 
cost of our lawyers were 200 000 RMB, but the other company had to pay it.  
Important notes from the interview with Mr. Wang 
Mr. Wang is a professor in finance at Fudan University. We have asked him if he 
would give some of his insights on our case of AutoStore as he has extensive 
knowledge about the financial situation of China. However, we also found that his 
knowledge within this specific industry was low. The available time we had for 
this interview was rather low, so we had to focus on the most important aspects. 
What can you say about robotic storage systems position in China today? 
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Answer: It mostly depends on the cost of the system. Automotive industries have 
been using robotic storage for many years as well as other industries. The 
complexity of the system often determines the need of such system. An example 
is that Amazon is more likely to adopt such a system than P&G. 
What can you say about the relationship between storage systems and labor? 
If it is cheaper to have 100 guys running around, rather than 5 robots doing 
running, then the obvious choice is to hire 100 people. This is of course in the 
case cost is the most important factor. 
What do you believe to be important criteria to consider when deciding on 
what storage system to use?  
On what criteria that is important for the company. If cost is of most concern, then 
cheap labor is probably preferred. If accuracy is the most important aspect, then 
robots could be preferred. In cities with less open space, and more expensive labor, 
the need for robotics such as AutoStore is more likely. The opposite is likely to be 
true in a contrasting scenario.  
In what industries do you consider AutoStore as most likely to be successful 
and why? 
Pharmaceutics and manufacturers should have this kind of system and it probably 
already exists.  
What geographical areas do you be think is suitable for AS? 
Probably in the coastal areas because here logistics are more developed and 
probably space efficiency is of greater concern. 
9.2. Interview with Howard 
Lawyer since 2006, Special field: Patent law 
Shanghai 30.03.2012 
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Time: 2
pm
- 5
pm
 
The purpose of this interview was to get some answers regarding research 
question two: What are the copying risk in China? The questions that are 
headlined were made beforehand. Follow-up questions were asked during the 
interview to support our beforehand made questions.  
What are the regulations that will protect Auto Store from being copied in 
China? 
This is a very big question. The legal system in China are quite complex and it 
would take a long time to explain all. The legal system is developing fast with 
new laws coming all the time.  When we develop our legal system we study the 
system from other countries and adopt what we find to be useful in China. 
Regarding the protection of products I believe that the products are legally under 
the same protection as in Norway. China is also a member of WTO and we have 
to follow the regulations that are given there.  
How are these laws being followed up by the legal system in China? 
In China there is much that is illegal, but still OK to do.  It is of course possible to 
sue someone that copies your product, but this is a very long process and demands 
a lot of time and effort from the company. I believe there are other more effective 
ways than suing all who tries to copy your product. Instead you should focus on 
becoming well established in the marked.  At the same time I personally mean 
that the government should do far more to make it easier to gain protection for 
ideas and products. At the moment they have failed in many ways here.  
How is the culture in China today regarding copying others product? 
First of all Chinese people have a different view on copying than the West. We 
look at it more as a compliment to the one who made it. It is very common to 
copy all kinds of things in China. As I said the government needs to do more on 
this point. I also believe that we need a social revolution to change our attitude to 
intellectual property.  
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Do foreign companies have the same level of protection as Chinese companies? 
Yes I believe they do. There are disadvantages and advantages of being either a 
Chinese or foreign company in China. I believe some foreign company has an 
advantage in having a “big” boss like Apple and Microsoft.  
 
Do you think this product has a risk of being copied in China? 
This is a very high tech product, but it will still not be difficult to copy it. On the 
other hand the company can offer expertise that is more difficult to copy. 
  
What can they do to protect their product? 
They have to understand the Chinese culture. They need to spend time in China 
and feel the importance aspects like having a social network.  Furthermore to gain 
an understanding on how a businessman in China are like. They are not very open 
or honest about character in front of foreigners.  My last suggestion is that he 
should keep his secret well.  
9.3. E-mail interview with Kristian 
Initial e-mail 
Heisann Kristian! 
Vi snakket om det var et marked for lagersystemet til Hatteland Logistics på 
Klubb Norges julefest. Her kan du se hvordan det fungerer: 
http://www.hatteland.com/Logistics.aspx?MenuItemID=185 
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Hovedfordelen er plassutnyttelse, som gjør at opptil 60% mer varer kan bli lagret 
på samme område. 
Andre fordeler: 
"På gjennomsnittlig X sekunder fra plukking til levering på en arbeidsstasjon er 
AutoStore mye raskere enn selv det mest erfarne personell med truck. " 
"Varer som blir etterspurt ofte blir automatisk flyttet høyere opp i rammeverket 
for en raskere behandling." 
"Eksisterende AutoStore installasjoner kan enkelt utvides, som oftest uten å 
forstyrre løpende drift. Ekstra lagringsplass kan skaffes ved å utvide rammeverket, 
og plukk-hastigheten kan økes ved å legge til nye roboter." 
"AutoStore kan installeres i nesten alle eksisterende bygg, er det ikke noe behov 
for dyre og tidkrevende ombygninger når du installerer systemet." 
 
 Spørsmålet er enkelt og greit om du mener det er et marked for det. Jeg ber ikke 
om en lang utredning, det du sa på lørdag var veldig bra! 
 
 
Response 
Halla kompis! 
Hovedproblemene med dette produktet i Kina er investeringskostnad og 
eventuelle kostnader etter investeringen.  
Hvis lageret ditt er fullt i Kina, så setter du bare opp et nytt et ved siden av. Få har 
lager midt i Shanghai (hvor det er veldig dyrt), lageret er heller rett over grensa til 
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Jiangsu. Der koster det kanskje 80-100k i måneden å leie en fotballbane. Og 
ekspansjonsmulighetene er enorme. Hvis du noen gang tar toget til Beijing eller 
Hangzhou vil du se de åpene områdene med lokale governments som er mer enn 
keen på å ta jorda fra bønnene og gi til en hver med et par RMB å investere.  
 
I tillegg kan du ha så mange karer du vil på lageret for 2-3000 rmb i måneden per 
hode. Dvs at du kan drive et stort og rimelig effektivt lager i mange år før det 
lønner seg å investere i et nytt og dyrt lagersystem.  
 
En annen ting er at du mest sannsynlig trenger 2-3 godt utdannede for å drive 
maskinen/lagret. En kinesisk arbeider vil aldri skjønne noe av det. 
 
Det eneste markedet jeg kan se for meg er internasjonale teknologiprodusenter i 
guangdong. Der har de effektive linjer, og trenger mye varer til produksjonen 
internt. 
 
Ellers så ser det ut til å være et strålende produkt i høykostland. 
 
MVH 
Kristian 
 
John Aamodt, CEO, ITP Group 
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Initial e-mail 
9.4. E-mail interview with Mr. Aamodt 
I am a marketing student in the BI program at Fudan School of Management in 
Shanghai, and I am currently writing a bachelor thesis that I was hoping you could 
help me with.  
What I am hoping that you can help me with is: 
- How long does it take to move the manufacturing process from Norway to China 
for simple products such as plastic storage containers? 
- Do you have an idea of the cost reduction of such a production, when moved 
from Norway to China? 
Any help would be greatly appreciated. 
Best regards, 
Geir Fjermestad Rolandsen 
Response 
Dear Geir, 
  
Thanks for your email. 
  
- How long does it take to move the manufacturing process from Norway to China 
for simple products such as plastic storage containers? 
-> Standard products / sourcing only: 30 – 60 days 
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-> Specialized products / manufacturing: 60 – 120 days 
- Do you have an idea of the cost reduction of such a production, when moved 
from Norway to China? 
-> The cost reduction is probably very limited for this kind of product, as 
specialized manufacturing companies in Norway are running 24/7 operations – 
with limited manpower. 
  
Best regards 
John 
9.5. E-mail interview with Geir Ståle Fjermestad, CEO, 
Burnaid Scandinavia 
Initial e-mail 
Jeg skriver på strategidelen på bacheloroppgaven, og skal foreslå bedriften å flytte 
deler av produksjonen til Kina for å kutte kostnader. I utgangspunktet satt jeg et 
mål med å få produktet deres introdusert til det kinesiske markedet innen et år (de 
har nettverket i orden osv). Men for å få det til virker det som om de må få kuttet 
prisen en del.  
Derfor lurer jeg på hvor lang tid det tok for Rye Pharmaceuticals å flytte 
produksjonen til Kina, som et referansepunkt? Og kan du si noe om hvor mye 
billigere det ble å produsere? 
 
Response 
Det tok ca.1 1/2 år fra de startet til produksjon var i gang.Du må ta hensyn til at i 
denne bransjen tar det litt lenger tid enn vanlig industri.Mye må kvalitetsikres da 
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det er et sterilt produkt. Kostnadsbesparelse er ca.30 %,samt at vi med å flytte fra 
Australia til Kina får bedre logistikk /kortere transporttid i forhold til andre 
markeder. Besparelsene kan bli høyere, avhenger av utvikling på volumer. 
Australia er forresten et høykostland på linje med Norge og Sveits. 
9.6. Interview with Swisslog 
Present: Rudolf Hausladen, Zhu Jia, Seth Meng. 
Company: Swisslog 
Positions: Managing Director, Head of Sales and Marketing,  
 
Date: APR.16.2012 
Time: 10:00 – 12:00 
In what industries do you think Autostore will be most successful? 
-          IT, electronic components, e-commerce, jewelry. Locations: Cities such as 
Beijing, Shenzhen, and places in the western interland. Generally industries that 
has products that don’t have expiration dates. The reason for this is that if 
products frequently need to be replaced because of expiration dates, much of the 
capacity will need to be used retrieve and replace these items. 
 
What costs after investment are there? 
-          Since the pickers do not need any special competence to operate the system, 
labor costs do not increase. But there are no Autostore-specific costs after 
investment. There are maintenance costs. 
 
How does Autostore cost compare to other robotic systems? 
-          Autostore is more expensive in its initial investment than other systems, but 
expanding and modifying the grid/warehouse is a lot cheaper, as it is easy and 
comparatively cheap to add more grids and robots to the existing system. 
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In what cases does companies not need Autostore? 
 
-          If a warehouse has a low SKU-range, Autostore is not the best solution. 
Do you see any trends or changing patterns? 
 
-          There are early adopters. They want buy a new warehouse system just 
because they want to be the best, and earliest. Their goal is to invest first. 
-          Warehousing in China is going towards more micro warehousing. They are 
using fewer pallets, and break down their products to do more picking of smaller 
components. There are many warehouses today that do not have an orderly 
structure of their system. 360baidu.com is an example, and is likely to invest in 
more efficient systems in the future. 
 
What are the potential obstacles? 
 
Lack of localization. AutoStore may be too expensive, and should consider 
moving some of the production to China to cut costs. If potential customers see 
that i.e. bins are made in Norway, this is an unnecessary cost and perceive it as 
poor cost optimization. Furthermore, in our experience in the warehouse system 
industry, the profit margin seems to be much lower in China than in Europe due to 
high competition. Since Hatteland is standardizing their price policy, the profit 
margin remains the same as in Europe. At the moment Hatteland seems to have a 
quite high profit margin on AutoStore. They also need to acquire local reference 
as quickly as possible, as selling is hard without it. But they are considering 
making a test grid in China that potential customers can visit. 
-          Any business that wants to invest in China needs to be flexible. Hatteland 
wishes to get all the certification of AutoStore in order before selling. This kind of 
product approval varies from region to region, and can take a long time. 
- Hatteland has not yet gotten all the necessary certificates for AutoStore in China, 
and wishes to wait until this process is finished before selling. The problem is that 
the certification is very different in China as it varies from region to region, and is 
a long process that takes a long time. It is not strictly necessary to wait for this to 
sell AutoStore in China.  
Other ideas? 
-          Hatteland might consider introducing other brand names for the lower end 
market. Such as Autostore Lite. Hatteland may look at some attributes/values and 
remove them to create a cheaper version.  A brand name for: High end, good 
enough and low cost. Customers like options. Otis did this with great effect. 
Customers might start with a Lite version, and would like to upgrade. 
